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Turning Experience and Opportunity into Gold 


Once again, the past year was outstanding for gold and gold shares. The price of gold averaged US$363 per ounce in 2003 
as compared with an average of US$310 per ounce in 2002 and gold stocks, as represented by the major gold indices, 
achieved new multi-year highs. For NovaGold, 2003 was a particularly exciting year as well. Highlights include: signifi- 
cant advancement of all the Company’s major projects; acquisition of the Galore Creek property; and the listing of the 
Company’s shares on the American Stock Exchange. With the continued background of very solid fundamentals for the 


metals markets, the coming year in 2004 looks to be equally promising. 
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share in cash ($60 million) and no long term 
debt. NovaGold is rapidly advancing four separate million-plus-ounce gold deposits in Alaska and Western Canada 
including two of the largest undeveloped deposits in North America: Donlin Creek with over 25 million ounces of gold 
and Galore Creek with over 5 million ounces gold, 60 million ounces of silver and 5 billion pounds of copper (equivalent 
to a 16 million ounce gold deposit). NovaGold's net share of gold resources after all earn-ins is over 14 million ounces of 


unhedged gold - one of the largest resource bases of any junior gold company. 


With this resource base of existing properties, 
NovaGold’s gold production profile will grow from 
100,000 ounces of annual production to over 500,000 
ounces per year by the end of the decade. This production 
growth will come through the continued development of 
the Company’s advanced stage projects: Rock Creek, 
Nome Gold, Donlin Creek, and Galore Creek. The 
Company’s first production is targeted to begin by 2006 at 
the Rock Creek property located near the historic gold 


mining town of Nome, Alaska. 


Looking forward, we believe that companies with a 
demonstrated track record of successful exploration and a 
quality pipeline of development projects will command a 


significant growth premium in the market. NovaGold has 


established itself as a company with the leadership, experi- 


ence and vision to turn opportunities into gold. Sheeted veins in drill core, Rock Creek deposit 


Front cover: Prospector panning for gold 
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University of Alaska Fairbanks, 


Gold Bricks, American Bank of Alaska, Iditarod, 1911 
(Kuskokwim Gold Belt, north of Donlin Creek) 


Achievements in 2003 


¢ Increased net gold resources, after all earn-ins, to greater than 14 million ounces. 

e Expanded Donlin Creek gold resource to 25 million ounces, making it one of the largest deposits in North America. 

e Successfully advanced the Donlin Creek project resulting in Placer Dome electing to become project manager, with a 
commitment to make a decision to build a mine before November 2007 in order to earn a 70% interest. 

e Completed Scoping Study and initiated Feasibility Study on the Rock Creek property. 

e Successfully formed, financed and listed NovaGold’s Canadian subsidiary SpectrumGold. 

¢ Acquired option to purchase 100% of the Galore Creek property in SpectrumGold, one of the largest undeveloped 
gold-silver-copper resources in North America. 

e Strengthened the management team with the addition of key individuals in exploration, finance and business 
development to support the Company’s continued rapid growth. 

* Completed NovaGold’s listing on the American Stock Exchange (AMEX: Symbol NG) and changed listing symbol 
on the Toronto Stock Exchange (TSX: Symbol NG). 


Goals in 2004 


e Initiate final Feasibility Study and permit process to construct a mine at the Rock Creek property. 

¢ Complete engineering studies and begin a Feasibility Study to re-start gold production on the Nome Gold property. 

¢ Work with joint venture partner Placer Dome to commence the final Feasibility and permit process to construct a 
mine at the Donlin Creek property. 

* Complete a Scoping Study and Pre-Feasibility drill program at Galore Creek. 

e Continue to increase the Company’s total net share of mineral resources by identifying, acquiring and exploring 
undervalued, quality precious metal rich properties. 

¢ Complete the Nome Airport land sale to the State of Alaska, and continue to expand land and aggregate businesses 


from our Nome Operations. 
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Report to the Shareholders 


The past year was once again marked by the completion of a 
number of significant milestones for NovaGold. The progress in 
2003 has shown that the Company is on track to be "The Growth 
Story in Gold" with a committed strategy to become an explo- 
ration focused, quality gold producer. In 2004, the Company 
will continue to explore its outstanding portfolio of North 
American projects and increase the size of what is already one 
of the largest gold resource bases of any junior exploration 
company. In addition, NovaGold will add significant value to 
the Company’s major projects by advancing them to produc- 
tion. Our existing resource base gives us strong leverage to 
increases in the price of gold, silver and copper. 


Greg Johnson and Rick Van Nieuwenhuyse of NovaGold, ringing 


the opening bell at the American Stock Exchange 


NovaGold is now advancing four separate million-plus-ounce 
gold deposits in Alaska and Western Canada including two of 
the largest undeveloped deposits in North America: Donlin 
Creek and Galore Creek - making NovaGold's net share of 
gold resources after all earn-ins over 14 million ounces of 
unhedged gold, 34 million ounces of silver and 2.8 billion 
pounds of copper - equivalent to US$10 billion of in-the- 
ground metal valued at today’s prices. 


A rapid growth profile lies ahead for the Company, with a 
projected total share of production from three separate oper- 
ations of over 500,000 ounces of gold per year by the end of 
the decade. Projected total cash costs averaging $150 per 
ounce are expected from these operations. Each operation is 
anticipated to have a long life due to its large resource base 
and controlling land position. This production growth will 
come through the continued development of the Company’s 
advanced stage projects: Rock Creek and Nome Gold, 
Donlin Creek, and Galore Creek. The Company’s first 


production is targeted to begin by 2006 at the Rock 
Creek property. 


To accomplish this growth, the Company has continued to 
enhance the depth of the management team by adding several 
new industry professionals including Don MacDonald as Chief 
Financial Officer, Elaine Sanders as Controller, Doug Brown as 
Vice President of Business Development and Joe Piekenbrock as 
Vice President of Exploration. These individuals bring a wealth 
of new experience to the team and add a diverse set of business 
skills to the Company. Most importantly, they all share the 
spirit of entrepreneurialism that is a trademark of NovaGold. 


In addition, the Company continued to broaden its exposure to 
a wider investment market with its successful listing on the 
American Stock Exchange. Over the coming year management 
will continue to dedicate the time and resources to ensure that 
investors in the U.S., Canada and Europe are made aware of the 
Company’s outstanding growth story in gold, silver and copper. 


A History of Discovery 


It was the rich history of discovery that originally put Alaska, 
the Yukon and Northwestern British Columbia on the world 
map. Discoveries at the turn of the last century demonstrated 
the region’s abundance in gold, silver and copper. The gold- 
fields of the Klondike, the Stikine, the Iditarod, and Nome 
filled the imagination of the world and tens of thousands of 
people journeyed north - historically producing over 40 mil- 
lion ounces of gold. Now more than one hundred years later 
those prolific mineral belts continue to present outstanding 
opportunities for modern explorers with nearly 65 million 
ounces of new gold discovered in the region since 1990. 


Our own history of discovery over the past 6 years has result- 
ed from of our exploration focus within these same prolific 
mineral belts using our decades of experience in the search for 
world-class ore deposits. Starting in 1998, NovaGold has 
grown from a company with a single early stage exploration 
property to having four separate million-plus-ounce deposits 
with a net share of over 14 million ounces in gold resources - 
a discovery rate averaging better than 2 million ounces of gold 
each year at a cost of less than US$4 per ounce. We strongly 
believe that exploration success is one of the best ways to cre- 
ate shareholder value and this will remain a core focus for the 
Company even as we bring production on-line from our cur- 
rent portfolio of projects. 


Importantly, NovaGold’s world class portfolio of projects are 
located in the politically stable, resource based economies of 
Alaska and Western Canada. Each of these projects is advancing 
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to the Pre-Feasibility or final Feasibility Stage over the coming 
year. As part of this development process the Company is 
working closely with all the stakeholders on these projects 
including the State and Provincial Governments, Federal 
Governments and the Native Corporation/First Nations 
Peoples to develop environmentally sound mines that will 
give the Company a solid return on investment while provid- 
ing significant economic benefits to the local communities. At 
Rock Creek, Donlin Creek, and Galore Creek, environmental 
baseline data is being collected in coordination with the regu- 
latory agencies and the Company anticipates being able to 
permit each of the projects in conjunction with the completion 
of the final feasibility studies. 


Exploration and Growth without Debt 


The Company also continues to improve its financial and 
operating results. NovaGold stands apart from the vast major- 
ity of exploration and development stage gold companies 
with our consistent generation of cash flows from our opera- 
tions in Nome, Alaska which includes gold royalties, sand- 
and-gravel and land sales. This internal source of revenue 
gave the Company the ability to take advantage of market 
opportunities to acquire large, high-quality assets like Donlin 
Creek and Galore Creek at the lows in the metals price cycles 
- while minimizing dilution. With over a dollar per share in 
cash, no long-term debt, and an increased forecast for this 
year’s cash flows from our Nome Operations, the Company is 
in its strongest financial position ever. Anticipated increases in 
sand-and-gravel sales, along with a major land sale to the 
State of Alaska for the first phase of the planned Nome Airport 
expansion should see the Company continue to strengthen its 
balance sheet while building for future significant growth in 
cash flows once our projects begin production. 


While strong financial performance is important, we are also 
committed to operating to the highest environmental stan- 
dards. The Company has budgeted $800,000 in 2004 towards 
general clean-up and remediation of historic mining activities 
on our Nome properties. This demonstrates our commitment 
to environmental stewardship and fits well with our long term 
development and land management plans for our Nome 
Operations. 


Fundamentals Continue to Shine for Gold, Silver and Copper 


The fundamentals for gold remain very solid with increased 
investment demand, decreased global production, and a con- 
tinued reduction in producer hedging. The emergence of an 
open gold market in China, and an increased interest in gold as 
a hedge against dollar devaluation, are two of many factors con- 
tributing to increased investor interest in gold. The past extend- 


ed bear market in the metals sector forced many companies to 
significantly decrease their exploration investment in order to 
reduce costs and remain profitable at lower gold prices, partic- 
ularly in North America. This has resulted in a significant short- 
fall of new quality projects in the development pipeline to meet 
the increased demand. Typically it will take up to 10 years to 
bring a new discovery into production. Even with the rising 
price of gold and the renewed investment interest, it will be 
years before new gold deposits can be brought on-line. 


Gold is not the only metal that has seen dramatic improve- 
ments in market fundamentals. Silver is also performing very 
well for many of the same reasons. In addition, copper has 
moved up well over 50% from its bear market lows of around 
US$0.65 per pound to well over a dollar per pound today. An 
underlying driving force for the continued strong fundamen- 
tals in these three metals is the industrialization and expan- 
sion of the economies of China and India. This demand is 
expected to last over the next few decades. As these two Asian 
giants move from agricultural based economies to industrial- 
ized economies and create a large middle-class, there will like- 
ly be huge increases in the demand for metals. This will have 
profound impact on the supply demand equation. Already 
this transformation is underway, as China has now surpassed 
the United States for the first time in history as the world’s 
largest importer of copper. 


We think these trends are likely to continue in the years ahead 
and bode well for increased metals prices. Investors are begin- 
ning to take note of these fundamental changes and the sector 
is once again being looked at as a long-term investment oppor- 
tunity. NovaGold, with its large, high-quality development 
stage assets and recognized ability to execute its strategic 
plans will continue to gain market recognition and add to 
shareholder value. That is why we believe that NovaGold will 
be the "The Growth Story in Gold" in the coming year. 


Thank you all for your continued support. 
On behalf of the Board of Directors, 
NovaGold Resources Inc. 


“ei 


Rick Van Nieuwenhuyse 
President and CEO 
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A History of Discovery 


Recent exploration discoveries in Alaska, the Yukon 
Territory, and Northwestern British Columbia have 
confirmed the region’s wealth in gold, silver and cop- 
per. First discovered at the turn of the last century 
these prolific mineral belts continue to present out- 
standing opportunity for new modern discoveries. 
Past gold production and current resources now 
exceed 110 million ounces of gold, with nearly 65 mil- 
lion ounces discovered since just 1990. These new dis- 
coveries demonstrate that the region continues to 
grow into one of the premier gold, silver and copper 


producing regions of the world. 


NovaGold’s team of explorers focused the Company 
in Alaska and Western Canada to take advantage of 
this extraordinary potential. Combined, the 
NovaGold team has decades of experience looking 
for world-class ore deposits, and the team was inti- 
mately involved in the discovery of two of the largest 
gold deposits in Alaska: Donlin Creek and the Pebble 
Deposit. Using their global exploration experience, 
NovaGold has assembled an exceptional portfolio of 
properties located in some of the most promising 
mineral terrains in North America: the Seward 
Peninsula/ Northwest Alaska Poly-Metallic Belt, the 
Kuskokwim Gold Belt, the Stikine Gold-Silver- 
Copper Belt and the Tintina Gold Belt. 
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Rock Creek property, 2003 


One of the most famous of the gold-rush era discoveries was 
the historic Nome goldfields. Discovered by prospectors at 
the turn of the last century shortly after the gold strikes in 
the Yukon, nearly 5 million ounces of gold were taken out of 
the stream and beach deposits near Nome with another 3 
million ounces from surrounding placer districts on 
Alaska’s Seward Peninsula. Surprisingly, this proven gold 
rich district has experienced little modern exploration and is 
poised for new world-class discoveries similar to those seen 
in the other major gold belts such as the Kuskokwim and 
Tintina gold belts. NovaGold has a firm foothold in this re- 
emerging gold district - the Company controls the Rock 
Creek and Nome Gold projects with a combined gold 


resource of over 3 million ounces. 


Placer mining on the Rock Creek deposit, 1902 


Nome Operations 
Rock Creek 


The Seward Peninsula has a relatively dry climate, easily 
accessible terrain and some of the best infrastructure in the 
State of Alaska with roads providing year-around access - 
ideal for mineral exploration and mine development. In 
conjunction with the development work at the Company’s 
advanced stage Rock Creek and Nome Gold projects, 
NovaGold will initiate a regional exploration program 
aimed at identifying other high quality exploration proper- 
ties on the Seward Peninsula. In addition to expanding our 
aggregate and land businesses, management believes that 
this region will continue to be a focus for exploration and 


discovery for many years to come. 


The Rock Creek project is anticipated to be NovaGold’s first 
advanced stage project to begin production. Based on comple- 
tion of the final Feasibility Study and receipt of the construc- 
tion permits gold production is targeted to begin by 2006. 


In early 2003, with Placer Dome taking the lead as project 
operator to develop the Company's Donlin Creek project 
into a mine, NovaGold began an accelerated economic eval- 
uation of the Rock Creek property to determine the poten- 
tial to rapidly advance the project to a production decision 
and begin generating additional cash flows for the 
Company. The Rock Creek project is located only seven 
miles from the City of Nome, Alaska and accessed by state 
maintained roads. Positive attributes of the project include 
the presence of nearby town site infrastructure and power, 


simple mining and processing, modest capital costs and 
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exploration expansion potential. Permitting is also antici- 
pated to be a straight forward and timely process, due to the 
strong community support for the project and based on the 
long history of mining in the area. 


The City of Nome has a population of approximately 4,000 
and is located on the Seward Peninsula along the west coast 
of Alaska. Nome serves as the logistical and administrative 
center for this portion of Western Alaska. Nome has daily 
year-around commercial jet service and large container 
barge traffic service from June through October. The area is 
characterized by cool summers and cold winters with rela- 
tively low annual precipitation averaging less than 16 inch- 


es per year mostly as rain in summer. 


The project occurs on patented mining claims owned 100% 
by NovaGold and partly on land owned by the Bering Straits 
Native Corporation which will receive a royalty on gold pro- 
duction from their land under the terms of a mining lease. 
NovaGold holds an exploration and mining lease on approx- 
imately 20,000 acres of Bering Straits Native Corporation 
lands, as well as a surface agreement with Sitnasuak Native 


Corporation, the local Nome village corporation. 


The project area is underlain by metamorphic rocks which 
consist of a package of schists, calc schists and marbles. 
These metamorphic rocks are thought to have originally 
been deposited during the Paleozoic Era as shales, silt- 
stones, sandstones and limestone in a shallow sea environ- 
ment. Mineralization at Rock Creek occurs as stockwork 
and sheeted veins within these metamorphic rocks begin- 
ning right at the surface. The gold is relatively coarse, native 
gold occuring along fractures and veins, making the deposit 
amenable to recovery by gravity processes. The mineralized 
zone covers an area roughly 500 meters wide and 1,500 
meters long, and as currently modeled, the pit is up to 100 
meters in depth. The individual mineralized zones within 


the deposit typically range from 10 to 50 meters in width. 


Rock Creek deposit 


2003 Exploration and Development Program 


In August 2003, Norwest Corporation, an independent 
engineering firm, completed a detailed Economic 
Assessment Study that demonstrated that the project could 
be rapidly developed into a conventional open pit mine pro- 
ducing approximately 100,000 ounces of gold per year at a 
total cash cost of US$200 per ounce and at a capital cost of 
US$40 million. A sensitivity analysis on the project shows 
that the rate of return is most sensitive to changes in the 


gold price and grade, followed by changes to the operating 


costs and then to changes in capital costs. 


Rock Creek and Nome Gold deposits 


Test work at Rock Creek has shown it to have favorable met- 
allurgy with greater than 80% of the gold recoverable using 
simple and inexpensive gravity methods. Overall recovery 
is anticipated to be over 96% with off-site processing of a 


flotation concentrate. 


The mine would be a conventional open pit operation, min- 


ing between 20,000 and 30,000 tonnes of material per day on 


Group to assess the hydrologic characteristics; and Bristol 


a year round basis. Approximately 5,000 tonnes of ore per 
Environmental to manage overall project permitting of the 


day would be ground and processed in the mill. 
Considering the abundance of exploration targets controlled Rock Creek site. 


by the Company in the district, it is management's view that 
Also as part of the final Feasibility Study, NovaGold will 


work with AMEC E&C Limited to design a comprehensive 
test mining, bulk sample program to use in the final reserve 
model for the deposit. This bulk sample will further quanti- 
fy the coarse gold component of the mineralization as esti- 
mated with core and rotary drilling. It will also provide addi- 
tional material to carry out further metallurgical test work to 


optimize the recovery of gold using gravity methods. 


additional resources may be found that would provide a 


minimum ten year mine life for the project. 
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Rock Creek mine site facilities layout 


The major mining equipment fleet for the Rock Creek proj- 
ect would consist of four 100 tonne trucks and one 12 m’ 
front end loader. The project would employ approximately 
120 skilled workers to operate the mine and mill operations. 
It is anticipated that on-site construction would take three to 
four months. The project would have a total power require- 
ment of 4 to 5 MW supplied from on-site generation or the 
local power supplier, Nome Joint Utility System. Diamond drilling on the Rock Creek deposit 


Feasibility Study Development Work Concurrent with the final Feasibility Study, the Company 
anticipates initiating the permit process in the second half of 
2004. In preparation for mine permitting NovaGold is col- 
lecting baseline environmental studies for the preparation of 
an Environmental Assessment (EA) document for the proj- 
ect. Based on consultation with the permit agencies, 
NovaGold anticipates permit approval in the summer of 


2005 with construction to begin immediately thereafter. 


In late 2003, NovaGold completed a nearly 12,000 meter 
(36,000 foot) in-fill drill program and initiated a final 
Feasibility Study on the Rock Creek project. Key areas to be 
addressed in the Feasibility Study include geotechnical, 
hydrologic, and metallurgical studies along with final pit 


design and optimization. In addition to Norwest, NovaGold 
Based on this timeline, production is targeted to commence 


by 2006. A budget of $6.7 million (US$5 million) is planned 
for the development work in 2004 at Rock Creek. 


has retained several specialized firms for the Feasibility 
work including: Golder Associates, Inc. to conduct geotech- 


nical evaluations; Water Management Consultants (WMC) 
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Nome waterfront, 2003 


The Nome Gold property is located on patented mining 
claims owned by the Alaska Gold Company, a wholly- 
owned subsidiary of NovaGold. The Company is under- 
taking an Economic Scoping Study to evaluate restarting 
gold production from the historic deposits of the famous 
Nome goldfields. The area has historically produced near- 
ly 5 million ounces of gold over the last 80 years from shal- 
The study will 


assess the viability of a combined gold and aggregate pro- 


low, flat-lying sand-and-gravel deposits. 
duction facility. 


The Nome Gold property currently contains 1.2 million 


ounces of measured and indicated gold resources and an 


Mining on the Nome waterfront, 1908 


Alaska State Library, Gold Rush Centennial Collection 
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Nome Operai 
Nome Gold 


additional 1.1 million ounces of inferred gold resource (See 
Resource Note 4). This material is part of a 295 million 
tonne sand-and-gravel aggregate resource. Outside of the 
defined gold resource area, an additional sand-and-gravel 
resource of 847 million tonnes has been identified, for a 
total sand-and-gravel resource in excess of 1 billion tonnes. 
This is one of the largest sources of construction aggregate 
on the Pacific Rim, located on private lands with immedi- 


ate access to a port. 


The gold resources are defined by approximately 7,000 drill 
holes. NovaGold has completed a 3-D geologic model of the 


deposit with specific attention to outlining the higher grade 


portions of the overall resource. These higher grade zones 
will be the focus of the initial economic evaluation. The 
Company envisions a simple truck and shovel operation 
and a state-of-the art gravity separation plant. The 
processed gravels would be screened to produce a high 
value aggregate product for sale into the regional construc- 
tion market. Overall capital for the project should be very 
modest since no crushing and grinding or chemicals are 


used to extract gold from the sand-and-gravel material. 


Until 1998, these deposits were profitably mined solely as 
placer gold operations producing about 25,000 ounces of 
gold annually. Mining was shut-down in 1998 on the project 
due to low gold prices. NovaGold's current business plan for 
the Nome Gold project envisions the potential to restart oper- 
ations with a target to ultimately produce 50,000 ounces of 
gold or more along with several million tonnes of sand-and- 
gravel co-product annually. This combination of a low-cost 
gold production facility integrated with the on-going sand- 
and-gravel operation could allow the project to produce gold 
at an estimated cash cost of US$200 per ounce. The Economic 
Scoping Study will define the capital and operating cost 
parameters. The Company has budgeted $700,000 
(US$500,000) for delineation drilling and engineering work 
in 2004. 


Currently, the Company generates a considerable portion 
of its operating cash flows from sand-and-gravel sales 
taken from existing stockpiles of material that were the by- 
product of historic mining operations. With its huge, sand- 


and-gravel aggregate resources located near the Port of 


Nome Gold sand-and-gravel operations 


Nome, the Company will look to expand its aggregate 
business well beyond its existing Western Alaska market. 
Discussions with the major North American construction 
aggregate companies indicate a significant market 
demand exists for sand-and-gravel construction material 
in the major west-coast markets and in Asia. Although a 
lower priority than our gold mining businesses, in the 
future the Company will pursue expansion of its aggregate 


business into these major markets. 


The Company has also completed an overall land manage- 
ment plan for its over 14,000 acres of surface and subsurface 
land holdings in and around the town of Nome, Alaska. As 
part of its management plan the Company intends to con- 
tinue to sell non-mineral potential lands over time to gener- 
ate revenues for its exploration and development initiatives. 
Over the past two years the Company has been pursuing a 
200 to 300 acre land sale to the State of Alaska for the Phase 
1 expansion of the Nome Airport. The Company anticipates 
finalizing this sale agreement in 2004. In addition, the City 
of Nome is in the final planning stages for its US$40 million 
Port expansion project. The primary contractor has been 
selected and construction is expected to be initiated in 2004. 
The State of Alaska has also allocated and approved US$7 
million in funds for construction of the Glacier Creek by- 
pass road, a three mile access route that will improve access 
from the community of Nome to the Rock Creek area in 
2004. The Nome Airport, Glacier Creek by-pass road and 
the Port expansion projects are all anticipated to have a 
favorable impact on the Company’s land and sand-and- 


gravel revenues for the year. 


Donlin Creek deposit and camp 


The Kuskokwim Gold Belt in Southwestern Alaska has 
produced over 4 million ounces of gold from historic placer 
mining. Until the 1990’s little modern, hard rock explo- 
ration had taken place in this belt. Now, because of recent 
exploration success, this belt is re-emerging as a world- 
class gold province hosting more than 40 million ounces of 
lode gold resources. Additional exploration efforts will no 
doubt identify more resources. Donlin Creek is an intru- 
sive-related system with over 25 million ounces in resource 
and represents one of the largest undeveloped gold 
deposits in the world. As currently envisioned, Donlin 
Creek would be one of only a handful of gold mines world- 
wide that produce over one million ounces of gold per year 


- making it a true world class asset. 


The project is situated on 109 square kilometers (42 square 
miles) of private patented land under lease from the 
Calista Corporation and The Kuskokwim Corporation, 
two Alaska Native Corporations. The project is located 19 
kilometers (12 miles) north of a commercial barge site on 
the Kuskokwim River at the community of Crooked Creek, 
Alaska. The State of Alaska has budgeted and approved 
US$10 million to upgrade the existing winter access road to 
an all-season road as part of the State’s "Roads to 
Resources" initiative. The project has an all-season explo- 
ration camp for up to 75 people with an adjacent 1,500 
meter (5,000 foot) runway that can be directly serviced by 


aircraft as large as C-130 Hercules freighters. 


The Donlin Creek project is a joint venture between 
NovaGold (70%) and Placer Dome (30%). In November 


Donlin Creek 


2002, NovaGold completed its US$10 million of explo- 
ration expenditures at Donlin Creek and received title to a 
NovaGold had 10 years to 


complete its earn-in but accomplished it within just 18 


70% interest in the project. 


months of signing the option agreement on the property. 
In February 2003, based on NovaGold’s successful explo- 
ration work on the property, Placer Dome elected to exer- 
cise its back-in right and become manager of the Donlin 
Creek Joint Venture. In order to earn an additional 40% 
interest in the project Placer Dome must now spend US$32 
million toward project development, complete a bankable 
Feasibility Study, and make a positive decision to construct 
a mine to produce not less than 600,000 ounces of gold per 
year on or before November 2007. If Placer Dome is unable 
to make a positive mine construction decision by 
November 2007 then they earn no additional interest in the 


project and management reverts back to NovaGold. 


University of Alaska Fairbanks, Alaska & Polar Regions Collection 


Early Interior Alaska placer miners 
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Should Placer Dome make a decision to construct a mine, 
NovaGold is not required to contribute any additional 
funding until Placer Dome invests at least US$32 million. 
At NovaGold’s option, Placer Dome would assist 
NovaGold in arranging financing for NovaGold’s share of 
additional costs. Under the agreement NovaGold will 


maintain an independent hedging policy. 


The results of NovaGold’s exploration programs at 
Donlin Creek were dramatic with the expansion of the 
deposit to more than 25 million ounces of gold. 
NovaGold’s aggressive exploration efforts identified five 
new target areas adjacent to the known Acma and Lewis 
deposits. The deposits remain open with additional 
upside potential at depth and along strike of the new tar- 
get areas. NovaGold’s detailed 3D structural and geolog- 
ic model has proved to be a breakthrough in determining 
the controls to high-grade near surface mineralization 
that could significantly enhance the early economics of 


the deposit. 
Current Pre-Feasibility and Feasibility Development Work 


The Donlin Creek Joint Venture is currently completing a 
Pre-Feasibility Study on the project. These engineering 
studies include detailed pit designs, mill process work, site 
facilities layout and on-going environmental monitoring 
and baseline data gathering in preparation for the start of 
the mine permitting process. Current plans are to begin 
the final Feasibility Study and initiate the permit process 
including an environmental assessment study by the fourth 


quarter of 2004. Placer Dome has budgeted $8 million 


Core logging facilities at Donlin Creek 


Donlin Creek location and regional access 


(US$6 million) towards development work on Donlin 
Creek in 2004. 


As part of the on-going Pre-Feasibility Study, in early April 
2003 the Donlin Creek Joint Venture completed a new 
resource estimate for the Donlin Creek gold deposit. The 
new resource was based on an updated 3D geologic and 
mineralization model that integrated over 58 kilometers of 


drilling completed by NovaGold along with all previous 


Miles of core and the Lewis deposit, Donlin Creek 


drilling completed on the project by Placer Dome. The 
updated resource estimates showed that the Measured 
and Indicated Resource categories increased to 11.1 mil- 
lion ounces of gold, grading an average of 3.0 g/t - repre- 
senting 62% increase from the previous resource estimate. 
In addition, the Inferred Resource increased 138% to 14.3 
million ounces of gold grading 3.1 g/t. A1.5 g/t econom- 
ic cut-off grade was used for this estimate based on a 


US$325 per ounce gold price (See Resource Note 1). 


A Preliminary Economic Assessment Study completed by 
the independent engineering firm, AMEC E&C Limited, 
determined the mining, processing, metallurgical, and 
other economic factors necessary for the development of 
the Donlin Creek project. The study demonstrated that a 
conventional open-pit mining operation would be eco- 
nomically viable at Donlin Creek based on the estimated 
operating and capital costs. The dramatic improvement in 
the project’s economics compared to previous studies was 
due to the increased overall size and grade of the gold 


resource outlined by NovaGold’s exploration programs. 


As part of the on-going Pre-Feasibility Study, Placer Dome 
is refining the mine parameters further. The current mine 
scenarios focus on near surface ore zones that would be 
amenable to large scale, low-cost open pit mining meth- 
ods. The gold ores would be crushed, finely ground, and 
then fed to a flotation circuit to separate the gold bearing 
sulfide minerals from the rock. The high-grade sulfide 
concentrate would then be oxidized using pressure oxida- 


tion in an autoclave. The gold would then be leached from 
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the oxidized residue and recovered with activated carbon 
in a standard CIL process. Approximately 90% of the gold 
would be recovered with this process. Additional engi- 
neering work will focus on further improving the overall 


gold recoveries and costs through process optimization. 


As currently envisioned the project would be a 20,000 to 
30,000 tonnes per day operation that potentially would 
produce 1 to 1.4 million ounces of gold per year. 
NovaGold’s share of this gold production would likely 
range from 300,000 to 400,000 ounces of gold annually. As 
one of three priority development projects for Placer 
Dome, NovaGold shareholders should see considerable 
added value as the Donlin Creek project advances from 
Pre-Feasibility through final Feasibility and to a positive 


construction decision on or before November 2007. 


Final engineering and mine permitting to be able to make 
a mine construction decision is targeted to begin in the 
fourth quarter of 2004 in conjunction with the final 
Feasibility Study. The State of Alaska has streamlined the 
permit process and has already assigned members of a 
large mine permit team to the Donlin Creek project. With 
these positive initiatives by the State of Alaska and with 
strong support from Calista Corporation and The 
Kuskokwim Corporation, the two Alaska Native 
Corporations that own the sub-surface and surface rights 
to the property, NovaGold believes that the currently 
planned 2 year permit timeline is reasonable and would 
potentially allow for a mine construction to begin earlier 


than November 2007. 
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NovaGold’s exploration work on the property demon- 
strated that Donlin Creek is a major new gold district. The 
main gold resources identified in the Acma-Lewis area 
have only been modeled to 300 meters (1,000 foot) depth. 
Additional drill holes below the modeled resource indicate 
that the mineralization is still present at 400 to 500 meters 
depth. Considerable expansion potential also remains 
along strike where a 4 kilometer long soil anomaly contin- 


ues from the known resource area. The southern two 


kilometers of the property has received all of the recent 
exploration focus and represents the only currently 
defined gold resource on the property. Seven other poten- 
tial resource areas have been identified along the 10-kilo- 
meter gold trend defined by surface sampling and numer- 
ous high-grade drill results. None of these target areas 
have sufficient drilling to be included in the current 
resource estimates. Management is confident that addi- 


tional drilling will result in further resource expansion. 


Donlin Creek exploration camp 


The Shotgun property is located 110 miles (180 kilometers) 
south of Donlin Creek within the Kuskokwim Gold Belt. 
NovaGold has joint ventured the property to TNR Gold 
Corp. (symbol TNR on the TSX-V) to advance the project. 
Under the agreement TNR Gold can earn up to a 50% inter- 
est in Shotgun by spending US$3 million on exploration by 
May 2006. TNR Gold can earn a further 20% interest in the 
project by spending an additional US$6 million toward proj- 
ect development. NovaGold retains a back-in option to 


regain a 50% interest in the project. 


NovaGold previously completed a 3,100 meter diamond 
drilling program on the Shotgun deposit and outlined an 
Inferred Resource of 980,000 ounces grading 0.93 g/t at a 0.5 


g/t cut-off (See Resource Note 3). The mineralization 
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Shotgun 


remains open to the north, west and at depth. Metallurgical 
tests indicate gold recoveries in excess of 90%. The Shotgun 
deposit is exposed at the surface and is amenable to open pit 
mining. The objective of the current exploration program is 
to expand the currently known resource by identifying and 
testing other drill targets. In 2003, TNR Gold completed an 
airborne geophysical survey and regional surface sampling 
program and identified several priority exploration targets 
with similar geophysical and geochemical signatures. Using 
the results of those programs TNR Gold, with technical 
assistance from NovaGold, is currently planning their explo- 
ration program for the 2004 field season. TNR Gold antici- 
pates a budget of US$1.5 million to be spent on the Shotgun 
project in 2004. 
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Galore Creek exploration camp 


The Galore Creek gold-silver-copper property is NovaGold’s 
newest advanced stage project. NovaGold controls the 
Galore Creek and adjacent properties through its 56% owned 
subsidiary SpectrumGold Inc. (TSX Symbol: SGX). The 4,700 
hectare (12,000 acre) property is located within the historic 
Stikine Gold Belt of Northwestern British Columbia, approx- 
imately 75 kilometers northwest of Barrick Gold's Eskay 
Creek gold-silver mine that produces over 300,000 ounces of 
gold and 15 million ounces of silver annually. The project lies 
70 kilometers west of the Cassiar Highway, 150 kilometers 
northeast of the tidewater port of Stewart, British Columbia, 


and 90 kilometers northwest of Wrangell, Alaska. 


Galore Creek is one of the largest and highest grade alkalic 
intrusive-related gold-silver-copper deposits in North 
America. Based on the extensive historic work carried out 
by Rio Tinto plc. and Anglo American plc. from the early 
1960's through 1991, a 314 million tonne resource containing 
5 million ounces of gold, 60 million ounces of silver and 5 
billion pounds of copper was defined on the property - the 
equivalent of a 16 million ounce gold deposit (See Resource 
Note 5). The average grade of the deposit is 1.7 g/t gold 
equivalent or 1.1% copper equivalent. Management 
believes that there is excellent potential to outline a higher 
grade starter pit of 100 to 150 million tonnes with bulk- 
mineable grades exceeding 2.5 g/t gold equivalent - mak- 
ing a very attractive project at projected long-term metal 
prices. In addition, the system remains open to expansion 


with numerous untested drill targets. 


Galore Creek 


Under 2003, 


SpectrumGold has an option to acquire a 100% interest in 


an agreement finalized in August 
the project from subsidiaries of Rio Tinto and Anglo 
American by completing a Pre-Feasibility Study and mak- 
ing payments to the parties totaling US$20.3 million over a 
period of 8 years. Payments totaling US$300,000 must be 
made during the first three years of the agreement, with 
US$20 million to be paid over the subsequent 5 years, at 
which time the company will own a 100% interest in the 
project with no underlying third-party retained royalties or 


back-in rights. 


SpectrumGold also holds a second option agreement to earn 
up to an 80% interest in the adjoining Copper Canyon property 
from Eagle Plains Resources. The Copper Canyon property 


University of Alaska Fairbanks, Alaska & Polar Regions Collection 


Turn of the century prospector 
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Galore Creek & 


- Gopney Canyon Property 


aa 4 2 te os 


Galore Creek location and proposed regional access 


is at an earlier stage of development but is within 5 kilome- 
ters of the identified Galore Creek resource. Previous drill 
results indicate the presence of near-surface gold-silver- copper 
mineralization of very similar nature to that identified at 


Galore Creek. 
2003 Drill Program 


In the fall of 2003, an initial 10,000 foot (3,000 meter) drill 
program was completed to test for the presence of increased 
gold and copper grades in the deposit. Results from the pro- 
gram confirmed the presence of higher grade gold and cop- 
per mineralization over bulk mineable widths. Four broad 
areas of the deposit were tested to both verify the previous 
results, and to better understand deposit variability, zona- 


tion and mineralization controls. 


Both the gold and copper grades were higher than antici- 
pated from previous historic drilling. The eight angled drill 
holes averaged 3 g/t gold equivalent or 2% copper equiva- 
lent over 120 meters (390 feet) average length. The main 
Central Zone deposit occurs as a series of stacked tabular 
zones with disseminated and replacement styles of sulfide 
mineralization within favorable volcanic and intrusive host 
rocks that begin at the surface and are separated by inter- 
vening intrusive units that are barren or contain lower grade 
mineralization. A second style of mineralization at the 
Southwest Zone is developed in a breccia body immediate- 
ly south of the main deposit. Higher gold values tend to be 


associated with strong disseminated chalcopyrite mineral- 


xofiosed Road and Tune! 


a 
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ization while broad areas of more copper-rich mineraliza- 


tion appear to be associated with chalcopyrite and bornite. 


In addition, drill hole DDH-441 intersected 65 meters (214 
feet) of mineralized material grading 2.3 g/t gold equivalent 
or 1.4% copper equivalent in a new mineralized horizon 
below one of the unmineralized intervening intrusive units. 
This new zone is entirely open up and down dip, and to the 
south of the main deposit. Management believes that the 
discovery of this new mineralization demonstrates the 
potential to define significant new resources at the Galore 
Creek project both around and beneath the main Central 
and Southwest Zones, and in the 10 other surrounding tar- 
get areas, as well as on the adjoining Copper Canyon prop- 
erty. Our current program should make 2004 an exciting 
year for exploration at the Galore Creek and Copper 


Canyon projects. 
Current Exploration and Development Work 


As the next phase of work, Hatch Engineering, an interna- 
tionally recognized independent engineering firm, has been 
retained to complete an updated resource estimate and a 
Preliminary Economic Assessment Study. The study will 
examine mine development options, infrastructure, access 
and power alternatives, site layout, metallurgy, develop- 
ment timelines, as well as capital and operating costs. The 
results of this work will be available after the second quar- 
ter of 2004 and will guide the subsequent summer and fall 
field programs. 
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Initial metallurgical testwork carried out on higher grade 
ore samples taken from the 2003 drill campaign demon- 
strates recoveries in excess of 70% for gold, 75% for silver 
and 90% for copper utilizing conventional copper/gold 
metallurgical processes. Based on this work, it is anticipated 
that gold and silver will be recovered in a 25% to 35% high 


quality copper concentrate with few impurities. 


The Company’s current plan of identifying higher grade 
open pit and/or underground portions of the resource with- 
in the Galore Creek/Copper Canyon project area will accel- 
erate payback of the initial mine capital. At a 30,000 tonnes 
per day milling rate Galore Creek could achieve an average 
annual production rate of over 200,000 ounces gold, 2 mil- 
lion ounces of silver, and 200 million pounds copper. With 
the silver and copper credits Galore Creek would likely pro- 
duce gold at less than US$50 per ounce or if calculated with 
respect to copper at less than US$0.50 per pound of copper. 
A significant portion of the summer field program will be 


targeted on refining these higher-grade starter pit areas. 


Following NovaGold’s approach of working closely with 
the native people in Alaska, the Company is actively 
engaged with community leaders in northwestern British 
Columbia. The Galore Creek project is located within the 
traditional territories of the Tahltan First Nation. The 
Tahltan have extensive current and historical experience 
with mining (including at Barrick Gold’s Eskay Creek mine) 
and support the responsible development of natural 
resources and other business ventures within their tradi- 
tional territories. The Company is working closely with the 
Tahltan leadership to identify areas of concern and mutual 
interest regarding the development of Galore Creek, and to 
create opportunities for economic benefit for the communi- 
ty. The Company is also actively engaging local, Provincial 
and Federal Ministries regarding Galore Creek’s potential. 
At all levels of Government we are pleased to report a 
strong commitment to encouraging new resource develop- 


ment and to the Galore Creek project specifically. 


Galore Creek is located in a mountainous valley roughly 30 
kilometers from the Stikine River. The Provincial Land 
Resource Management Plan (LRMP) for the Galore Creek 
area (approved in 1999) designated the project area and its 


potential access corridors open for managed resource 
development. This completed planning and consultation 
process should significantly facilitate Environmental 
Assessment (EA) approval and project permitting. Based 
on discussions held with Government representatives to 
date, it is anticipated that final project approvals and per- 
mits could be completed in conjunction with a final 
Feasibility Study targeted for 2006. This target will be 
refined and adjusted based on the results of studies and 


consultation processes during the year ahead. 


Diamond drill rigs on the Southwest Zone at Galore Creek 


Outlook for 2004 and Beyond 


With completion of the Preliminary Economic Assessment 
Study in June of 2004, a minimum 20,000 meter (60,000 foot) 
drill program is planned during the summer and fall to 
delineate higher grade mineralized zones within the cur- 
rently defined resource, as well as to complete step-out 
drilling to possibly expand the known extent of mineraliza- 
tion. The Company also anticipates exploring several high 
priority exploration targets outside of the main resource 
area including the adjacent Copper Canyon property. A 
minimum budget of $5 million is planned at Galore Creek in 
2004 with the objective to complete a Pre-Feasibility Study 
in early 2005. 
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Golden Pit area at Brewery Creek 


The Tintina Gold Belt crosses the Alaska-Yukon region in a 
broad arch and includes the famous Klondike and 
Fairbanks goldfields which historically produced nearly 20 
million ounces of gold. Starting in 1990, six major new gold 
discoveries have been made in this belt containing another 
20 million ounces of gold. The Fort Knox and True North 
mines near Fairbanks currently produce more than 400,000 
ounces of gold per year from large scale open pit operations. 
The most recent discovery in the region is the 5.6 million- 
ounce high-grade Pogo Deposit that is schedule to begin 
construction this year. Many areas of the Tintina Gold Belt 
have good infrastructure with major highways and power- 


lines aiding mine development. 


Alaska State Library, Gold Rush Centennial Collection 


Klondike miners with gold nuggets, early 1900's 


Yukon Properties 


In 2003, the Company consolidated its early stage Yukon 
projects with properties held by Viceroy Resource Corp. to 
form NovaGold’s Canadian subsidiary company, 
SpectrumGold Inc. The SpectrumGold portfolio in the 
Yukon now includes: the McQuesten property in the his- 
toric Keno Hill district; the Brewery Creek property, 
recently operated as an open pit, heap leach mine by 
Viceroy; the Klondike property, 16 kilometers east of 
Brewery Creek; and the Sprogge and Harlan properties in 


Central and Eastern Yukon. 


All of these Tintina Gold Belt properties are intrusive-relat- 
ed gold targets, with similar characteristics to the mineral- 
ized systems at the Fort Knox and Pogo Deposits, the largest 
and highest-grade gold deposits located on the Alaska side 
of the belt. Each of NovaGold's Tintina Gold Belt properties 
has at least one exploration target defined by a minimum 
one-kilometer long surface gold anomaly. This is compara- 
ble to the surface anomalies found over the Pogo or Fort 
Knox deposits when these deposits were in the early explo- 
ration stages prior to the drilling that discovered these two 
multi-million-ounce deposits. The common characteristics 
between NovaGold's properties and the known deposits are 
strong indications that potential for new multi-million- 


ounce discoveries may be found on these properties. 
McQuesten Property 
The highlight of exploration activity for the Company in the 


Yukon during 2003 was the completion of a 3000 meter 
(10,000 foot) diamond drill program on the McQuesten 
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property. The property is located 40 kilometers northeast of 
the famous Keno Hill Mining District. By completing this 
drill program, the Company earned a 70% interest in the 
property from Eagle Plains Resources Ltd. The entire Keno 
Hill area has become a focus of renewed exploration with 
significant drilling on the adjacent properties in the area and 


renewed staking throughout the district. 


The 2003 diamond drill program completed 17 core holes tar- 
geting widespread gold-bearing skarn style mineralization 
developed along a 1.4 kilometer long zone. Mineralized 
intervals were encountered in virtually all of the drill holes 
and are broadly continuous along strike. Gold grades appear 
to be related to both skarn development and the proximity to 
a series of high angle structural zones and thin felsic dikes 


encountered in the drilling and earlier trenching. 


All of the holes encountered some gold mineralization com- 
monly as native gold. Highlights include drill hole MQ03- 
09, which intercepted 7.7 meters grading 5.81 grams per 
tonne (g/t) and 7.8 meters grading 3.68 g/t gold, as well as 
MQ03-17 which intercepted 9.0 meters grading 1.03 g/t and 
10.8 meters grading 1.94 g/t gold. 


Currently, the Company is in discussions on McQuesten 
to potentially consolidate the property with adjacent 
properties for further exploration of this significant 


mineralized system. 
Brewery Creek Property 


the 


Northwestern Yukon near Dawson. Viceroy Resource 


The Brewery Creek property is located in 
Corp. operated an open pit-heap leach mine there until 
2002 when the mine was closed due to low gold prices. 
Reclamation of the mine is nearly complete and remains 
the responsibility of the prior owners. During the summer 
of 2003 the Company initiated a major re-interpretation of 
the Brewery Creek property recognizing significant simi- 
larities to the Donlin Creek deposit in Alaska. As at Donlin 
Creek, mineralization at Brewery Creek is related to a 
series of high-level porphyritic dikes and sill like bodies 
that intrude sedimentary rocks including fine-grained car- 


bonaceous shale, siltstone and sandstone. 


Widespread mineralization occurs over 15 kilometers of 
strike length in a series of small, shallow oxide gold deposits 
discovered and exploited by Viceroy. Exploration by Viceroy 
focused almost exclusively on identification of shallow oxi- 


dized deposits consistent for a heap leach mining operation. 


Most of the exploration drilling was limited to 50 meters 
(150 ft.) depth. Viceroy did not test the potential for higher 


grade, sulfide resources deeper in the system. 


Geologist Mike Stammers logging core at McQuesten 


As at Donlin Creek in Alaska, gold values at Brewery Creek 
are related to extensive alteration developed in and adjacent 
to the intrusive dikes and sills. On-going re-interpretation 
and mapping at Brewery Creek has identified several kilo- 
metric scale targets that have not been previously tested. 
The Company plans to complete a geophysical survey to 
further delineate the most promising mineralized structures 
followed by a minimum 2,000 meter (6,000 foot) initial drill 
program. The Company has budgeted $500,000 at Brewery 
Creek for the 2004 work program. 


At the Company’s other Yukon properties Harlan, Klondike 
and Sprogge drill ready targets may either be joint ventured 
with other companies or directly advanced. Several options 
are currently being discussed and considered. The Tintina 
Gold Belt is another emerging gold region that NovaGold 
shareholders will be participating in through further explo- 


ration, discovery and production. 
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The table on the facing page sets forth NovaGold’s inter- 
est in the Measured, Indicated and Inferred gold mineral 
resources at each of its advanced stage properties in accor- 
dance with National Instrument 43-101, as required by 
Canadian securities regulatory authorities. 


These mineral resource figures have been carefully pre- 
pared and verified by experienced and independent quali- 
fied third parties. These figures are estimates, however, and 
no assurance can be given that the indicated quantities of 
gold will be produced. None of the Company’s resources 
can currently be classified as a mineral reserve until the 
completion of at least a preliminary feasibility study. 


Mineral Resource 


A Mineral Resource is a concentration or occurrence of nat- 
ural, solid, inorganic or fossilized organic material in or on 
the Earth’s crust in such form and quantity and of such a 
grade or quality that it has reasonable prospects for eco- 
nomic extraction. The location, quantity, grade, geological 
characteristics and continuity of a mineral resource are 
known, estimated or interpreted from specific geological 
evidence and knowledge. Mineral resources are sub- 
divided, in order of increasing geological confidence, into 
inferred, indicated and measured categories: 


An Inferred mineral resource is that part of a mineral 
resource for which quantity and grade or quality can be 
estimated on the basis of geological evidence and limited 
sampling and reasonably assumed, but not verified, geo- 
logical and grade continuity. The estimate is based on lim- 
ited information and sampling gathered through appro- 
priate techniques from locations such as outcrops, trench- 
es, pits, workings and drill holes. 


An Indicated mineral resource is that part of a mineral 
resource for which quantity, grade or quality, densities, 
shape and physical characteristics can be estimated witha 
level of confidence sufficient to allow the appropriate 
application of technical and economic parameters, to sup- 
port mine planning and evaluation of the economic viabil- 
ity of the deposit. The estimate is based on detailed and 
reliable exploration and testing information gathered 
through appropriate techniques from locations such as 
outcrops, trenches, pits, workings and drill holes that are 


Gold Resources 


spaced closely enough for geological and grade continuity 
to be reasonably assumed. 


A Measured mineral resource is that part of a mineral 
resource for which quantity, grade or quality, densities, 
shape and physical characteristics are so well established 
that they can be estimated with confidence sufficient to 
allow the appropriate application of technical and econom- 
ic parameters, to support production planning and evalua- 
tion of the economic viability of the deposit. The estimate is 
based on detailed and reliable exploration, sampling and 
testing information gathered through appropriate tech- 
niques from locations such as outcrops, trenches, pits, 
workings and drill holes that are spaced closely enough to 
confirm both geological and grade continuity. 


Mineral Reserve 


A Mineral Reserve is the economically mineable part of a 
measured or indicated mineral resource demonstrated by 
at least a preliminary feasibility study. This study must 
include adequate information on mining, processing, met- 
allurgical, economic and other relevant factors that 
demonstrate, at the time of reporting, that economic 
extraction can be justified. A mineral reserve includes 
diluting materials and allowances or losses that may occur 
when the material is mined. Mineral reserves are sub- 
divided in order of increasing confidence into probable 


mineral reserves and proven mineral reserves: 


A Probable mineral reserve is the economically mineable 
part of an indicated, and in some circumstances, a meas- 
ured mineral resource demonstrated by at least a prelimi- 
nary feasibility study. This study must include adequate 
information on mining, processing, metallurgical, econom- 
ic and other relevant factors that demonstrate, at the time of 
reporting, that economic extraction can be justified. 


A Proven mineral reserve is the economically mineable 
part of a measured mineral resource demonstrated by at 
least a preliminary feasibility study. This study must 
include adequate information on mining, processing, met- 
allurgical, economic and other relevant actors that demon- 
strate, at the time of reporting, that economic extraction 
can be justified. 
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Mineral Resource Notes: These resource estimates have ods used in estimating resources, see NovaGold’s most 
been prepared in accordance with National Instrument 43- recent Annual Information Form on file with Canadian 
101 and the Canadian Institute of Mining and Metallurgy securities authorities at www.sedar.com. Note that figures 
Resource Classification System. For a more detailed = may not add due to rounding. 

description of the key assumptions, parameters and meth- 


Measured, Indicated and Inferred Gold (Au), Silver (Ag) and Copper (Cu) Resources 
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*equivalent Cu grade % 
See numbered footnotes below on resource information. Resources are reported as net values to NovaGold after all project earn-ins. 
Notes: These resource estimates have been prepared in accordance with National Instrument 43-101 and the Canadian Institute of Mining 
and Metallurgy Resource Classification System. Total MI&I Gold Resources are potential gold resources that will require additional explo- 
ration to elevate the Inferred Resource components to the higher Measured and Indicated Resource categories. 


Resource Footnotes 


1. The Measured, Indicated and Inferred resource estimates at Donlin Creek were updated April 2003 by AMEC E&C Services Limited 
(AMEC), Placer Dome and NovaGold. The model contains a total of 85,760 assays from 171,968 meters (564,200 feet) of drilling and 
trenching. Dr. Harry Parker, P.Geo. of AMEC and Mark Jutras, Senior Mining Engineer, for Placer Dome, supervised the resource 
estimate and approved of all procedures, protocols and methodology used in the estimation. Dr. Parker and Mr. Jutras are Qualified 
Persons as defined by National Instrument 43-101. 

2. The Measured, Indicated and Inferred resource estimate at Rock Creek and Saddle were completed in 2000 by qualified persons, 
Phil St. George and Robert Prevost, with NovaGold Resources Inc. An independent Preliminary Economic Assessment Study 
(Scoping Study) was completed in August 2003 by Norwest Corporation on the Rock Creek project. 

3. The Inferred Resource estimate at Shotgun was completed in 1998 by qualified persons Phil St. George and Robert Prevost, with 
NovaGold Resources Inc. 

4. The Measured, Indicated and Inferred resource estimate at the Nome Gold Project was completed in year 1999 by qualified person, 
Norm Johnson, with Alaska Gold Company 

5. The Galore Creek Project is operated by SpectrumGold Inc., a 56% owned subsidiary of NovaGold Resources Inc. The Measured, 
Indicated and Inferred resource estimate at Galore Creek was previously estimated by Kennecott, Canada in 2002. 

6. Gold and Copper equivalent calculations use metal prices of US$350/o0z for gold, US$5/oz for silver and US$0.80/1b for copper and 
reflect gross metal contents that have not been adjusted for metallurgical recoveries. 
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Management’s Discussion and Analysis 


General 


The following information should be read in conjunction 
with the Company’s November 2003 audited consolidated 
financial statements and related notes, which are prepared 
in accordance with generally accepted accounting princi- 
ples in Canada (Canadian GAAP). All amounts are 


expressed in Canadian dollars unless otherwise indicated. 
Description of Business 


NovaGold Resources Inc. (NovaGold or the Company) is a 
natural resource Company focused on the exploration and 
development of gold properties in North America. The 
Company’s operations since 1998 have been focused on 
exploration and development opportunities in Alaska, 
USA, and the Yukon and British Columbia, Canada includ- 
ing two of the largest undeveloped gold (Donlin Creek) 
and gold-silver-copper (Galore Creek) deposits in North 
America. The Company is listed on the Toronto Stock 
Exchange and the American Stock Exchange under the 
symbol "NG" and the Company’s controlled subsidiary, 
SpectrumGold Inc. (SpectrumGold) is listed on the Toronto 
Stock Exchange under the symbol "SGX". 


The Company’s major mineral properties are: 

° a joint venture interest in the Donlin Creek gold 
property in Alaska, 

° the Galore Creek gold-silver-copper property in 
Northwest British Columbia held through 
SpectrumGold, and 

e the Rock Creek and Nome Gold properties near 
Nome, Alaska. 


Nome Airport expansion and pending land sale 


Donlin Creek 


The Company’s largest project is the Donlin Creek proper- 
ty which contains a measured and indicated resource esti- 
mated at 11 million ounces of gold and an inferred 
resource estimated at 14.3 million ounces of gold, making 
it one of the largest undeveloped gold resources in North 
America. The Company’s 70% interest in Donlin Creek is 
held through a joint venture with Placer Dome US (Placer 
Dome). Placer Dome became manager of the joint venture 
effective November 2002 and can earn a 70% interest 
(diluting NovaGold to 30%) in the joint venture by 
expending US$32 million on the property, completing 
a feasibility study and making a positive construction 
decision for a mine that would produce at least 600,000 
ounces of gold per annum on or before November 2007. At 
the current daily production throughput of 30,000 
tonnes per day being contemplated the property would 
produce at least 1,000,000 ounces per annum of gold for 


multiple years. 
Galore Creek 


The Company’s Galore Creek property is held under a 
100% option by NovaGold’s subsidiary SpectrumGold, 
and contains an indicated resource estimated at 3.6 million 
ounces of gold and 4.0 billion pounds of copper and an 
inferred resource estimated at 1.4 million ounces of gold 
and 0.9 billion pounds of copper, and is one of the largest 
undeveloped gold-copper resources in North America. 
The grade of resources defined on the property by the pre- 
vious owners averaged 0.5 grams per tonne (g/t) of gold, 


6 g/t of silver and 0.7% copper or equivalent to 1.7 g/t 


gold using US$350/oz gold, US$5/oz silver and 
US$0.80/lb copper. 
SpectrumGold, subsequent to optioning the property in 


Drilling on the property by 
August 2003, intercepted significant thicknesses of higher 
grades than the average resource grades over four different 
zones, including 148 metres of 3.0 g/t gold equivalent, 164 
metres of 3.5 g/t gold equivalent, 159 metres of 2.6 g/t 
gold equivalent, 185 metres of 2.2 g/t gold equivalent and 
123 metres of 3.8 g/t gold equivalent. At November 30, 
2003, NovaGold owned 56.4% of the issued shares of 
SpectrumGold. 


Rock Creek Property 


The Rock Creek property is held 100% by NovaGold and 
contains a measured and indicated resource estimated at 
0.55 million ounces of gold and an inferred resource esti- 
mated at 0.56 million ounces of gold. The property is locat- 
ed near the town of Nome, Alaska. The independent engi- 
neering firm Norwest Corporation completed a Preliminary 
Economic Assessment Study on the Rock Creek property for 
the Company in August 2003 and the Company has since 
initiated a Feasibility Study to evaluate the economics for 


the development of a mine on the property. 
Nome Gold 


The Nome Gold property is also located near Nome, 
Alaska and contains a measured and indicated resource 
estimated at 1.2 million ounces of gold and an inferred 
resource estimated at 1.1 million ounces of gold. More than 
4 million ounces of gold have been extracted from the 
property since its discovery around 1900. Mining was 
shut-down on the project in 1998 due to low gold prices at 
the time. The Company is planning in 2004 to undertake 
exploration and engineering evaluations of the viability of 
restarting mining operations at the property using modern 


mining and milling techniques. 
Results of Operations 
Revenues from the Company’s land and gravel sales, gold 


royalties and other revenues were $1.2 million during the 


year ended November 30, 2003 compared with $2.1 million 


in 2002 and $2.8 million in 2001. The revenues were lower 
largely because of reduced land sales, offset in part by 
increased gravel sales and other revenues from services. 
The Company anticipates a significant land sale for the 


expansion of the Nome airport in 2004. 


Historic Nome gold dredge 


The Company had a net loss for the year ended November 
30, 2003 of $7.0 million (or $0.14 per share) as compared to 
a net loss of $3.5 million (or $0.10 per share) in 2002 and a 
net loss of $0.5 million (or $0.02 per share) in 2001. The 
increased loss from 2002 to 2003 was due mainly to the $0.8 
million reduction in net revenue, the $0.7 million increase 
in mineral property write-downs, the increased foreign 
exchange losses of $1.4 million, and a net increase of $0.4 
million in overall general and administrative costs, wages 
and benefits, corporate development and communications, 
and professional fees. The increase in losses from 2001 to 
2002 resulted from the significant increase in activities 
that arose from the four fold increase in expenditures at 


the Donlin Creek property. 
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Expenses 


Expenses increased from $3.0 million in 2001, to $5.5 mil- 
lion in 2002 and $8.3 million in 2003. The increase in 


expenses from 2002 to 2003 was due mainly to the increase 


Looking North down the Cental Zone, Galore Creek 


from $0.9 million in 2002 to $1.6 million in 2003 in mineral 
property write-downs, resulting mainly from the $1.5 mil- 
lion write-down of the Company’s Yukon properties on 
their transfer to SpectrumGold, and the reversal from a for- 
eign exchange gain of $0.3 million in 2002 to a foreign 
exchange loss of $1.1 million in 2003 mainly due to the 
effect of the strengthening of the Canadian dollar during 
the year on the Company’s US dollar cash positions early 
in 2003. The increase in expenses from 2001 to 2002 result- 
ed from the significant increase in activities that arose from 


the increased expenditures at the Donlin Creek property. 


Overall general and administrative costs, wages and bene- 
fits, corporate development and communications, and pro- 


fessional fees increased by $0.4 million from 2002 to 2003. 


During 2003 the mix of these costs changed significantly 
with more work carried out by staff members and less by 
outside consultants. General and administrative costs 
increased by $0.6 million and wages and benefits increased 
by $1.0 million due to the hiring of full time permanent staff, 
but professional fees were reduced by $0.6 million and cor- 
porate development and communications expenses were 
reduced by $0.6 million, particularly as a result of reducing 


external investor relations and consulting activities. 


In 2003, the Company wrote down its Yukon properties by 
$1.5 million on the transfer of these assets to SpectrumGold 
to equate to the fair value of the British Columbia properties 
transferred into SpectrumGold by Viceroy Resource 
In 2003, the 


Company elected to cease exploration on the North Donlin 


Corporation, now Quest Capital Corp. 


property located nearby Donlin Creek in Alaska and wrote- 
off $0.1 million of accumulated exploration expenditures. In 
2002, the Company wrote-off the accumulated mineral 
property acquisition and related deferred exploration costs 
of $0.9 million associated with the Caribou property in 
Alaska and the German Creek property in the Yukon. In 
2001, the Company recorded a write-down of the accumu- 
lated mineral property costs for the Sewell Brook property 


in New Brunswick of $0.6 million. 
Liquidity and Capital Resources 


During fiscal 2003, the Company used $5.0 million in oper- 
ating activities of which $0.6 million resulted from changes 
in non-cash working capital and the remainder resulted 
from the loss in the year. In 2002 the Company used $1.4 
million in operating activities compared with $0.9 million 


provided from operating activities in 2001. 


During fiscal 2003, the Company generated $46.1 million 
from financing activities which came entirely from the pro- 
On October 1, 2003, the 
Company completed a private placement and issued 
7,000,000 units at $5.00 per unit for proceeds of $33.1 mil- 


lion, net of share issuance costs of $1.9 million. Each whole 


ceeds of share issuances. 


unit comprised of one common share and one-half of a 
common share purchase warrant. Each whole warrant 


entitles the holder to acquire one common share of the 
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Company at a price of $7.00 on or before October 1, 2008. 
In 2003 the Company also received $10.8 million from the 
exercise of previously issued warrants and $2.2 million 
from the exercise of stock options. In 2002, net cash gener- 
ated by financing activities was $35.6 million of which 
$31.6 million came from two private placements of units at 
$3.50 and $5.10 per unit respectively and the Company 
received proceeds of $2.0 million through exercise of 


options and $2.0 million through the exercise of warrants. 


During 2003, the Company used $0.8 million on investing 
activities. During 2003 the Company spent $7.3 million on 
exploration and development, of which $5.6 million was 
spent on a significant drilling program at Rock Creek, $1.1 
million was spent on initial drilling at Galore Creek and 
$0.5 million on a drilling program at the McQuesten prop- 
erty which earned the Company a 70% interest in that 
property. The Company transferred its Yukon assets into 
SpectrumGold in 2003 and initially held less than 50% of 
SpectrumGold. Subsequently NovaGold participated in 
number of private placements in SpectrumGold and at 
November 30, 2003 owned 56% of the company. The share 
transactions in SpectrumGold gave rise to several net fair 
value adjustments. In 2002 and 2001 the Company 
incurred $14.0 million and $3.4 million respectively on 
exploration and development. In both 2002 and 2001 the 
primary focus of expenditures was on the Donlin Creek 
property in Alaska, USA. In 2002 the Company exceeded 
US$10 million of expenditures on the Donlin Creek gold 
property, and thereby earned a 70% interest in the proper- 
ty from Placer Dome, subject to certain back-in rights 


which Placer Dome subsequently elected. 


In August 2003, SpectrumGold signed an option agreement 
to acquire a 100% interest in the Galore Creek property. 
SpectrumGold can acquire the property by completing a 
pre-feasibility study, expending up to US$0.2 million on 
remediation work on the property, and making payments to 
the parties totalling US$20.3 million over an eight-year peri- 
od. The initial payment was US$50,000 and subsequent 
payments are scheduled on or before October 26 of each 
year as follows: 2004-US$0.1 million; 2005-US$0.15 million; 
2006-US$7.5 million; 2007 to 2011-US$2.5 million per year. 


Critical Accounting Estimates 


The preparation of the Company’s consolidated financial 
statements in conformity with accounting principles in 
Canada and the United States requires management to 


make estimates and assumptions. 


The most critical accounting principles upon which the 
Company’s financial status depends are those requiring 
estimates of the recoverability of its capitalized mineral 
property expenditures and the amount of future reclama- 


tion obligations. 


Geologist Rick Diment mapping at Brewery Creek prior to 
completion of reclamation 


On an ongoing basis, management evaluates its estimates 
and assumptions. However actual amounts could differ 
from those based on such estimates and assumptions. The 
Company’s accounting policies are described in note 2 to 


the consolidated financial statements. 
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Risk Factors 


Exploration and Development 

Mineral exploration and development involves a high 
degree of risk and few properties that are explored are ulti- 
mately developed into producing mines. There is no assur- 
ance that the Company’s mineral exploration activities will 
result in any discoveries of new bodies of commercial ore. 
There is also no assurance that if commercial ore is discov- 
ered that the ore body would be economical for commercial 
production. Discovery of mineral deposits is dependent 
upon a number of factors and significantly influenced by the 
technical skill of the exploration personnel involved. The 
commercial viability of a mineral deposit is also dependent 
upon a number of factors which are beyond the Company’s 
control. Some of these factors are the attributes of the 
deposit, commodity prices, government policies and regula- 


tions and environmental protection. 


Resource Estimates 

There is a degree of uncertainty attributable to the calcula- 
tion of reserves and the corresponding grades. The meas- 
ured and indicated and inferred resource figures set 
forth by the Company are estimates, and there is no cer- 
tainty that the measured and indicated levels of gold will 


be realized. 


Gold Price Volatility 
The market price for gold is volatile and cannot be con- 
trolled. There is no assurance that if commercial quanti- 


ties of gold are discovered, a profitable market may or 


Mineralized boulders above Galore Creek camp 


continue to exist for a production decision to be made or 


for the ultimate sale of gold. 


Outlook 


At November 30, 2003 the Company had cash and cash 
equivalents of $59.7 million. The Company anticipates 
that all its currently planned expenditures for 2004 will be 
met from its existing cash balances. The Company has 
been negotiating a significant land sale from its property 
holdings in Nome, Alaska. Although no agreement has yet 
been signed, it is anticipated that this land sale will be 
finalized in 2004 and may generate up to $10 million net to 


the Company. 


The Company currently plans to expend at least $12 mil- 
lion on exploration and development on its existing prop- 
erties in 2004. In addition, separate from the expenditures 
by NovaGold, Placer Dome plans to spend US$6 million at 
the Donlin Creek property in 2004 completing a pre-feasi- 
bility study on the property, refining production flow- 
sheets and commencing the final Feasibility Study in con- 
junction with the start of the permit process in the second 
half of the year. At the Galore Creek property the 
Company plans to expend at least $5 million completing 
both an updated geologic model and resource estimate, 
and a scoping study, and subsequently initiating a mini- 
mum 20,000 metre drill program to delineate higher grade 
mineralized zones within the currently defined resource, 
as well as to undertake step-out drilling to possibly expand 


the known extent of mineralization. The Company also 


anticipates exploring several high priority exploration tar- 
gets outside of the main resource area including at the 
adjacent Copper Canyon property. Depending on the suc- 
cess of this work at Galore Creek the Company may allo- 


cate more funds in 2004. 


During 2004 at the Rock Creek property the Company 
anticipates spending up to US$5 million on work leading 
At the 
Company’s Nome Gold property the Company anticipates 


to a possible production decision by 2006. 


undertaking new studies on the potential of developing a 
mine at the property. Costs for this are not expected to 
exceed US$0.5 million. 


In 2003 the Company expended $5 million on general and 
administrative costs, professional fees, salaries and corpo- 
rate development. The Company anticipates spending a 
similar amount in 2004 which should be fully covered by 
the Company’s revenue producing activities if the major 


land sale completes successfully during the year. 


The Company carries out activities in Canada and the 
United States. The majority of the Company’s properties 
are not yet in production, consequently the Company’s 
earnings or loss per share is not a significant factor to the 
investors in the Company. Although the Company’s rev- 
enues are denominated entirely in US dollars and a portion 
of the expenses are incurred in US dollars, the Company’s 
cash balances, which are significantly larger than those US 
amounts, are predominantly in Canadian funds and the 
Company therefore does not anticipate being materially 
susceptible in 2004 to currency variations therefore no sen- 


sitivity analysis has been provided. 


The Company has no material off-balance sheet arrange- 


ments, no material capital lease agreements and no long 


Boxes of high-grade mineralization at Galore Creek 


term debt obligations. Most of the Company’s expenditures 
on its properties are of a discretionary nature. At November 
30, 2003 the Company’s commitments for operating leases 
totalled $0.5 million spread evenly over the period 2004 
through 2008. The Company has no significant financial or 
other instruments except that its cash funds may be invest- 
ed in high quality commercial or bank paper, currently 
with interest rates varying from 2.3% to 2.8% with a tenor 
of less than three months that may be readily liquidated. 
Although the Company has currently significant cash 
resources, because of current low interest rates the 
Company is not particularly susceptible to changes in 


interest rates. 
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Summary Statement 


NovaGold's strength lies in the management team's strong background in exploration and mine development. 
The Company is focused on discovery, acquisition, and development of high-quality mineral resources in Alaska 
and western Canada - a region with demonstrated world-class mineral deposits. Management is committed to 
advancing its outstanding portfolio of properties toward production, and will continue to identify and explore 


new, high-quality opportunities that can add value for our shareholders. 


Environmental Statement 


NovaGold recognizes environmental management as a corporate priority. NovaGold cares about preserving our 
environment for future generations, while also providing for safe, responsible, and profitable operations by devel- 
oping our natural resources for the benefit our employees, shareholders, and community. 


In adopting the following Statement of Principles throughout all stages of exploration, development, mining, and 
closure, NovaGold intends to set and maintain standards of excellence for environmental performance at all our 
operations. 


NovaGold will communicate our commitment to excellence in environmental performance to our sub- 
sidiaries, employees, contractors, other agents, and the community. 

All new activities and operations will be managed to ensure compliance with applicable laws and regula- 
tions. In the absence of regulation, best management practices will be applied to minimize environmental 
risk. 

Remediation and mitigation of historic mining impacts on properties acquired by NovaGold will be man- 
aged through the cooperative involvement of NovaGold with previous owners, government agencies, 
and the community. 

In order to achieve our commitment to environmental excellence, NovaGold will utilize an Environmental 
Management System that ensures prioritization, planning, implementation, monitoring, and honest reporting. 
NovaGold will strive to minimize releases to the air, land, or water and will ensure appropriate treatment 
and disposal of waste. 

NovaGold will allocate the necessary resources to meet our reclamation and environmental obligations. 
NovaGold will continuously seek opportunities to improve our environmental performance through 
adherence to these principles. NovaGold will regularly report progress to our employees, shareholders 
and the community. 


Cautionary Note 


This Annual Report contains forward-looking statements concerning anticipated developments in NovaGold's operations in future periods. Forward- 
looking statements are frequently, but not always, identified by words such as "expects," "anticipates," "believes," "intends," "estimates," "poten- 
tial," "possible" and similar expressions, or statements that events, conditions or results "will," "may," "could" or "should" occur or be achieved. 
These forward-looking statements are set forth principally under the heading "Outlook" in the Management Discussion and Analysis but occur else- 
where in the Annual Report as well. Forward-looking statements are statements about the future and are inherently uncertain, and actual achieve- 
ments of NovaGold may differ materially from those reflected in the forward-looking statements due to a variety of risks, uncertainties and other factors. 
NovaGold's forward-looking statements are based on the beliefs, expectations and opinions of management on the date the statements are made, 
and NovaGold does not assume any obligation to update forward-looking statements if circumstances or management's beliefs, expectations or opin- 
ions should change. For the reasons set forth above, investors should not place undue reliance on forward-looking statements. 
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Consolidated Financial Statements 
November 30, 2003, 2002 and 2001 


Management's Responsibility for Financial Reporting 


To the Shareholders of NovaGold Resources Inc. 


The accompanying consolidated financial statements of the Company have been prepared by management in accordance with 
accounting principles generally accepted in Canada, and within the framework of the summary of significant accounting policies 
in these consolidated financial statements. Management is responsible for all information in the annual report. All financial and 
operating data in the annual report is consistent, where appropriate, with that contained in the consolidated financial statements. 


A system of internal accounting control is maintained in order to provide reasonable assurance that assets are safeguarded and 
that transactions are properly recorded and executed in accordance with management's authorization. This system includes 
established policies and procedures, the selection and training of qualified personnel, and an organization providing for appro- 
priate delegation of authority and segregation of responsibilities. 


The Audit Committee of the Board of Directors meets periodically with management and the Company’s independent auditors 
to review the scope and results of their annual audit and to review the consolidated financial statements and related financial 
reporting matters prior to submitting the consolidated financial statements to the Board of Directors for approval. 


The consolidated financial statements have been audited on behalf of the shareholders by the Company’s independent auditors, 


PricewaterhouseCoopers LLP, in accordance with Canadian generally accepted auditing standards. The auditors’ report outlines 
the scope of their audit and their opinion on the consolidated financial statements. 


PI MAL 


Rick Van Nieuwenhuyse R. J. (Don) MacDonald 
President & Chief Executive Officer Senior V.P. & Chief Financial Officer 
March 3, 2004 


Auditors’ Report 


To the Shareholders of NovaGold Resources Inc. 


We have audited the consolidated balance sheets of NovaGold Resources Inc. as at November 30, 2003 and 2002 and the consol- 
idated statements of operations and deficit and cash flows for the years ended November 30, 2003, 2002 and 2001. These financial 
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Company as at November 30, 2003 and 2002 and the results of its operations and its cash flows for the years ended November 30, 
2003, 2002 and 2001 in accordance with Canadian generally accepted accounting principles. 


Dreeraetirbauatlorpey LLA 
Chartered Accountants 
Vancouver, B.C. 


Canada 
March 3, 2004 
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Consolidated Balance Sheets 


As at November 30, 2003 and 2002 


in thousands of Canadian dollars 


Assets 


Current assets 


Cash and cash equivalents 59,747 
Restricted cash 54 
Accounts receivable 189 2,021 
Amounts receivable from related party (note 12(a)) 13 128 
Inventory - other 99 2 
Deposits and prepaid amounts 733 264 
60,835 22,092 
Officer loan receivable (note 12(a)) 215 DD} 
Land 1,683 1552 
Property, plant and equipment (note 4) 660 337 
Mineral properties and related deferred costs (note 6) 36,330 27,403 
Investments (note 5) 130 207 
Reclamation deposit (note 8(b)) 105 105 
99,958 52,723 
Liabilities 
Current liabilities 
Accounts payable and accrued liabilities 4,775 6,106 
Loan payable (note 7) 200 200 
Provision for reclamation costs (note 8) Ise - 
6,111 6,306 
Deferred tenant inducements q19 - 
Provision for reclamation costs (note 8) 536 1,496 
Minority interest (note 3) 9,130 - 
15,896 7,802 
Shareholders’ equity 
Share capital (note 9) - no par value 
Authorized 
100,000,000 common shares and 10,000,000 preferred shares 
Issued 
53,026,814 common shares (2002- 42,494,815) 157,475 111,404 
Contributed surplus 820 820 
Stock-based compensation (note 9(d)) 23 - 
Deficit (74,256) (67,303) 
84,062 44,921 | 
99,958 D223 


Nature of operations (note 1) 


Commitments and contingencies (note 11) 


=< ee Director Been Stim’ Director 


Approved by the Board of Directors 
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Consolidated Statements of Operations and Deficit 


For the years ended at November 30, 2003, 2002 and 2001 


20 ESS > Rn re 


Revenue 
Land, gravel, gold and other revenue 
Interest income 


Cost of sales 


Expenses and other 

Corporate development and communication 
Exploration 

Foreign exchange (gain) loss 

Gain on settlement of convertible royalty 
General and administrative 

Interest on convertible debt instruments 
Murray Brook mine site maintenance 
Professional fees 

Stock-based compensation (note 9(d)) 
Wages and benefits 

Write-down of mineral properties 
Write-down of investments (note 5) 
Write-off of accounts payable 


Loss from equity investment (note 3) 
Minority interest (note 3) 

Loss for the year 

Deficit - Beginning of year 

Deficit - End of year 


Loss per share (note 10) 
Basic and diluted 


Weighted average number of shares 
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in thousands of Canadian dollars 


2003 2002 2001 
$ $ $ 
1,246 2,124 2,800 
346 196 24 
1,592 2320 | 2,824 
7 
333 23870} 293 
1,259 2,082 2,531 
772 1,425 611 
120 : z 
111 (303) 167 
; (105) z 
1,834 1,209 476 
: 62 324 
: 39 145 
836 1,401 463 
23 , é 
1,927 898 430 
1,586 913 565 
105 ; 75 
: : (231) 
8,314 5539 | 3,025 
(36) g : 
138 : -_| 
(6,953) (3,457) (494) 
(67,303) (63,846) (63,352) 
(74,256) (67,303) ; (63,846) 
(0.14) (0.10) (0.02) 
48,683,103 35,929,200 24,790,510 


Consolidated Statement of Cash Flows 


For the years ended at November 30, 2003, 2002 and 2001 


in thousands of Canadian dollars 


Cash flows from (used in) operating activities 


Loss for the year (6,953) (3,457) 


Items not affecting cash 
Accretion of interest on convertible instruments 
Amortization 
Foreign exchange loss 
Gain on settlement of convertible royalty 
Loss from equity investment 
Minority interest 
Reclamation expenditures 
Stock-based compensation 


Write-down of mineral properties 


Write-down of investments 


(4,410) 
Net change in non-cash working capital 


(Increase) decrease in accounts receivable, deposits 


and prepaid amounts Tol7 
(Increase) decrease in inventory (7) 
Increase (decrease) in accounts payable and accrued liabilities (2,102) 
(5,002) (1,437) 


Cash flows from financing activities 
Proceeds from issuance of common shares - net 46,071 36,734 


(1,139) 


Repayment of convertible debenture - 
Repayment of convertible royalty - 


Directors’ loans = 
46,071 


30095 


Cash flows used in investing activities 


Acquisition of property, plant and equipment (612) (229) (13) 
Tenant inducements 119 - - 
Acquisition of subsidiary (note 3) (2,213) - - 
Cash acquired with subsidiary (note 3) 1,504 - - 
Financing of subsidiary (note 3) 7,048 - - 
Increase in restricted cash (54) - - 
Expenditures on mineral properties and related deferred costs - net (7,296) (13,964) (3,404) 
Increase in accounts payable and accrued liabilities 679 - 5 

(825) (14,193) (3,417) 
Effect of exchange rate changes on cash and cash equivalents (884) - - 
Increase in cash and cash equivalents during the year 39,360 19,965 6 
Cash and cash equivalents - Beginning of year 422 


Cash and cash equivalents - End of year 20,387 


Supplemental non-cash financing and investing activities (note 15) 
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Notes to Consolidated Statements 


For the years ended November 30, 2003, 2002 and 2001 


1. Nature of operations 


The Company is a natural resource company engaged in 
the exploration and development of gold properties in 
North America. Since 1998, the Company has assembled a 
portfolio of mineral properties in Alaska, British Columbia 
and the Yukon Territory. 


The Company is in the process of exploring its mineral 
properties and has not yet determined whether these prop- 
erties contain ore reserves that are economically recover- 
able. The amounts shown as mineral properties and relat- 
ed deferred costs represent costs net of recoveries to date, 
less amounts amortized and/or written off, and do not 
necessarily represent present or future values. The recov- 
erability of amounts shown for mineral properties and 
related deferred costs is dependent upon the discovery of 
economically recoverable reserves, securing and maintain- 


ing title and beneficial interest in the properties, the ability 
of the Company to obtain necessary financing to continue 
operations and to complete the development and upon 
future profitable production or proceeds from the disposi- 
tion thereof. 


The Company plans to fund its operations and activities in 
the upcoming year from existing working capital. The 
Company has ongoing sand and gravel resource revenues 
and intends to develop and sell its land in the Nome, 
Alaska area. The Company will periodically have to raise 
additional funds to complete its exploration and future 
development and, while it has been successful in doing so 
in the past, there can be no assurance that it will be able to 
do so in the future. 


2. Accounting policies 


Basis of presentation 


These consolidated financial statements include the 
accounts of NovaGold Resources Inc., its controlled sub- 
sidiary, SpectrumGold Inc. (SpectrumGold) and its material 
wholly owned subsidiaries, Alaska Gold Company and 
NovaGold Resources Alaska, Inc. 


The consolidated accounts have been prepared using 
accounting principles generally accepted in Canada. As 
described in note 16, these principles differ in certain 
material respects from accounting principles generally 
accepted in the United States. All inter-group transactions 
are eliminated on consolidation. 


Revenue recognition 


Revenue from land sales is recognized when title passes to 
the purchaser. Gravel revenue is recognized upon ship- 
ment when title passes to the purchaser. Lease and rental 
revenue is recognized as services are rendered over time. 
Gold royalties and incidental gold production revenues 
earned from placer mining activities carried out on the 
Company’s land and gravel resource properties are 
recognized as revenue when the amounts are determinable 
and collectible and title to the gold has transferred. 
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Cash and cash equivalents 


Cash and cash equivalents consist of cash on deposit with 
banks and highly liquid short-term interest bearing invest- 
ments with maturities of less than 90 days from the origi- 
nal date of acquisition. 


Inventories 


Inventories are valued at the lower of average cost and net 
realizable value. 


Property, plant and equipment 


Property, plant and equipment are recorded at cost. 
Amortization of heavy machinery and equipment and 
office furniture and equipment is calculated on a straight- 
line basis at annual rates of 30% and 20%, respectively. 


Investments 


The Company accounts for its investments in shares of 
other resource companies as long-term investments. They 
are recorded at cost unless an other-than-temporary 
decline in value has been determined, in which case they 
are written down to market value. 
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2. Accounting policies (cont.) 


Land and gravel resource 


Land is recorded at cost, and at the time of acquisition, cost 
is allocated to each of the identifiable parcels of land ona 
pro rata basis in accordance with that parcel’s estimated 
value as a percentage of the value of the entire parcel 
acquired. Revenue is recorded upon transfer of title to the 
purchaser and cost of sales is determined on the basis of 
the allocated costs. The costs of the remaining unsold 
parcels of land are reviewed regularly to determine if 
impairment exists, and if impairment is determined the 
costs would be written down to recoverable value. To date, 
there have been no charges for impairment. Property taxes 
are charged as a current expense in the statement of oper- 
ations and deficit. 


Gravel property is recorded at cost and is being amor- 
tized at the straight-line rate of 10% per year, which is 
estimated to approximate the useful life of the esti- 
mated resources. 


Mineral properties and related deferred costs 


Exploration costs are charged to operations as incurred 
until a mineral resource is established on a property, from 
which time exploration expenditures are capitalized. The 
Company records its interest in mineral properties at cost. 
Exploration expenditures relating to properties that have 
resources or significant mineralization requiring addition- 
al exploration, as well as interest and costs to finance those 
expenditures, are deferred and will be amortized against 
future production following commencement of commer- 
cial production, or written off if the properties are sold, 
allowed to lapse, abandoned, or become impaired. 


Management of the Company regularly reviews the net 
carrying value of each mineral property. Where informa- 
tion is available and conditions suggest impairment, esti- 
mated future net cash flows from each property are 

calculated using estimated future prices, resources, and 
operating, capital and reclamation costs on an undiscount- 
ed basis. Where estimates of future net cash flows are not 
available and where other conditions suggest impairment, 
management assesses whether carrying value can be 
recovered. When it is determined that a mineral property 
is impaired it is written down to its estimated fair value in 


accordance with the new Canadian Institute of Chartered 
Accountants (“CICA”) Handbook Section 3063 
“Impairment of Long-Lived Assets” which the Company 
adopted on December 1, 2002. This has not impacted the 
financial statements. 


Management's estimates of mineral prices, recoverable 
proven and probable reserves, and operating, capital and 
reclamation costs are subject to certain risks and uncer- 
tainties that may affect the recoverability of mineral prop- 
erty costs. Although management has made its best esti- 
mate of these factors, it is possible that changes could 
occur in the near term, which could adversely affect man- 
agement’s estimate of the net cash flow to be generated 
from its properties. 


The acquisition of title to mineral properties is a detailed 
and time-consuming process. The Company has taken 
steps, in accordance with industry standards, to verify 
legal title to mineral properties in which it has an interest. 
Although the Company has taken every precaution to 
ensure that legal title to its properties is properly recorded 
in the name of the Company, there can be no assurance 
that such title will ultimately be secured. 


Mineral property option and royalty agreements 


Option payments and certain royalties are exercisable at 
the discretion of the optionee and, accordingly, are 
accounted for on a cash basis. 


Option payments received are treated as a reduction of the 
carrying value of the related mineral property and 
deferred costs until the Company’s option and royalty 
payments received are in excess of costs incurred and are 
then credited to income. 


Reclamation costs 


Effective December 1, 2002, the Company adopted the 
new standard of the CICA relating to asset retirement 
obligations. Under this new standard, asset retire- 
ment obligations are recognized when incurred and 
recorded as liabilities at fair value. Under the standard 
the liability is accreted over time through periodic 
charges to earnings. A corresponding increase to the 
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carrying amount of the related asset is recorded and 
depreciated over the life of the asset. 


The implementation of this standard was not material to 
the Company. 


Income taxes 


The Company uses the liability method of accounting for 
income taxes. Under this method, current income taxes are 
recognized for the estimated income taxes payable for the 
current year. Future income tax assets and liabilities are 
recognized for temporary differences between the tax and 
accounting bases of assets and liabilities as well as for the 
benefit of losses available to be carried forward to future 
years for tax purposes. Future income tax assets are evalu- 
ated and if realization is not considered more likely than 
not, a valuation allowance is provided. 


Translation of foreign currencies 


Foreign operations are integrated with the parent compa- 
ny and, consequently, the financial statements of foreign 
subsidiaries are translated into Canadian currency using 
the temporal method. 


Monetary assets and liabilities are translated at the exchange 
rate in effect at the balance sheet date and non-monetary 
assets and liabilities at the exchange rates in effect at the time 
of acquisition or issue. Revenues and expenses are translat- 
ed at rates approximating exchange rates in effect at the time 
of the transactions. Exchange gains or losses arising on 
translation are included in income or loss for the year. 


Earnings per share 


Loss per common share is calculated based on the weight- 
ed average number of common shares outstanding during 
the year. The Company follows the "treasury stock" 
method in the calculation of diluted earnings per share for 
all years presented. The exercise of outstanding stock 
options, warrants and convertible securities would 
be anti-dilutive. 


Financial instruments 


The fair values of the Company’s monetary assets and lia- 
bilities approximate their carrying values except for the 


loan payable and interest accrued to the Province of New 
Brunswick (note 7), the fair value of which cannot be 
determined. 


Stock option plan 


The Company has a stock option plan which is described 
in note 9(d). 


Effective December 1, 2002, the Company adopted the new 
recommendations for accounting for stock options as 
required by CICA Handbook Section 3870 Stock-based 
Compensation and other Stock-based Payments ("CICA 
3870"). As permitted by CICA 3870, the Company has 
elected not to apply fair value accounting and to measure 
compensation cost using the intrinsic value method for 
awards of stock options to employees and directors under 
our stock-based compensation plan. Accordingly, no com- 
pensation costs are recognized for employee’s and direc- 
tor’s stock options whose exercise price was equal to the 
market price on the date of the grant. Options granted to 
non-employees are recognized as an expense at fair value. 


The Company plans to adopt the revised requirements of 
CICA Handbook Section 3870 on December 1, 2003 where- 
by the fair value of stock option awards to employees and 
directors will be recognized as an expense. 


Use of estimates 


The preparation of financial statements in conformity with 
Canadian generally accepted accounting principles 
requires management to make estimates and assumptions 
that affect the reported amount of assets and liabilities and 
disclosure of contingent liabilities at the date of the finan- 
cial statements and the reported amounts of revenues and 
expenditures during the reported periods. Significant esti- 
mates include the recoverable amounts of land and gravel 
resource, mineral properties and the provision for reclama- 
tion costs. Actual results could differ from those reported. 
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Notes to Consolidated Statements 


For the years ended November 30, 2003, 2002 and 2001 


3. Business acquisition 


On June 30, 2003, the Company acquired a 42.86% interest 
in SpectrumGold pursuant to an agreement whereby the 
Company contributed mineral properties located in the 
Yukon and cash of $500,000 in exchange for 6,000,000 com- 
mon shares or 42.86% of SpectrumGold. The Company ini- 
tially accounted for this investment using the equity 
method from this date until it acquired a controlling inter- 
est on August 12, 2003. 


On August 12, 2003, the Company acquired an additional 
16.31% for a total of 59.17% interest in SpectrumGold 
by purchasing 2,284,425 shares for cash of $1,713,000 
from Quest Capital Corp. (Quest). This acquisition was 
accounted for using the purchase method and the results 
of operations for SpectrumGold are included in the 
Company’s consolidated financial statements from this 
date. 


On October 8, 2003, the Company acquired an additional 
8.17% for a total of 67.34% interest in SpectrumGold by 
purchasing 3,500,000 shares for cash of $2,625,000 directly 
from SpectrumGold. 


In June 2003, SpectrumGold indirectly completed a special 
warrant financing for 3,383,500 special warrants at $0.40 


per special warrant. The $1,353,400 received from the 


financing was held in escrow and _ reflected in 
SpectrumGold’s financial statements as both a current 
asset and current liability, subject to release of the funds to 
SpectrumGold under certain conditions. Among the con- 
ditions of financing, the funds would be released to 
SpectrumGold automatically if SpectrumGold was listed 
on a Canadian stock exchange by a fixed date. 
SpectrumGold was listed on the Toronto Stock Exchange 
on October 27, 2003 and the funds were released at that 
time and 3,383,500 shares of SpectrumGold were issued to 
special warrant holders reducing the Company’s interest 
in SpectrumGold to 56.43%. 


On November 21, 2003, SpectrumGold completed a private 
financing and issued 2,000,000 common shares for pro- 
ceeds of $5,695,000, net of share issuance costs of $505,000. 
Contemporaneously, the Company acquired an additional 
2,080,000 shares at $3.10 per share and 500,000 shares at 
$3.45 per share for total cash of $8,173,000 and maintained 
56.41% ownership in SpectrumGold. 


SpectrumGold has an August 31 year end. The deficit for 
the period between August 12, 2003 to November 30, 2003 
of $319,000 has been consolidated into the Company’s 
statement of operations and deficit. 


The values assigned to the net assets acquired August 12, 2003 are as follows: 


in thousands of Canadian dollars 


SN 


Cash 

Restricted cash 
Other receivables 
Mineral properties. 
Restricted cash 
Amounts payable 


Net assets acquired 3,442 


' Fair value adjustment of $1,142,000 was allocated to the Galore Creek property (see note 6). 


Additional investments made in SpectrumGold resulted in an additional net fair value adjustment of $813,000 for a 
total fair value adjustment of $1,955,000 allocated to the Galore Creek property. 
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4. Property, plant and equipment 


in thousands of Canadian dollars 


2003 

Accumulated 
Cost amortization Net 
$ $ $ 
Heavy machinery and equipment 364 150 214 
Office furniture and equipment 367 127 240 
Leasehold improvement 153 13 140 
Gravel resource 740 674 66 
1,624 964 660 
2002 

Accumulated 
Cost amortization Net 
$ $ $ 
Heavy machinery and equipment ws 824 91 
Office furniture and equipment 249 143 106 
Gravel resource 740 600 140 
1,904 1,567 337 


5. Investments 


in thousands of Canadian dollars 


250,000 shares of TNR Gold Corp., formerly TNR Resources Ltd. (TNR), received 
as part of options on the Rock Creek and Shotgun. 85 162 


Other investments 


At November 30, 2002, the Company held 750,000 shares of TNR with a cost of $162,000 and an additional 250,000 
shares of TNR were received during the year. TNR consolidated their shares on a 4:1 basis and changed their name to 
TNR Gold Corp. The reduction in share price resulted in a permanent write-down of $105,000 to the investment. 
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Notes to Consolidated Statements 


For the years ended November 30, 2003, 2002 and 2001 


5. Investments (cont.) 


Included in other investments is an investment of Etruscan Resources Incorporated (Etruscan). The Province 
1,000,000 shares of New Island Resources Inc. with a quot- of New Brunswick holds the Company’s shares of 
ed market value of $120,000 and a carrying value of Etruscan pending the settlement of outstanding mining 
$40,000. taxes aggregating $366,000 (2002 - $363,000). 


Also included within other investments is an investment 
of 126,625 shares (cost - $5,000; market value - $265,000) in 


6. Mineral properties and related deferred costs 


For the year ended November 30, 2003: in thousands of Canadian dollars 


Balance Recovery (1), Balance 
November 30, option (2) or November 30, 
2002 Expenditures write-down(3) 2003 

$ $ $ 


Alaska, USA 


Donlin Creek 17,384 1,417 (15382) e5(2) 17,419 
Rock Creek B42 5,508 - 8,695 
Nome Gold 55 87 - 142 
Shotgun 4,260 46 (25) (2) 4,281 
North Donlin 84 - (84) (3) - 
Other - 181 - 181 


Yukon and British Columbia, Canada ! 


Galore Creek (note 3) - e019 - 3,019 
Brewery Creek = 27, - L127 
Harlan 689 1 (G57) (8) 33 
Klondike 92 1 (88) (3) 5 
McQuesten 902 484 - 1,386 
Sprogge 795 1 (758) (3) 38 


Other 


‘The properties in the Yukon and British Columbia are held by SpectrumGold. 
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For the year ended November 30, 2002: 


in thousands of Canadian dollars 


Balance Recovery (1), Balance 
November 30, option (2) or November 30, 
2001 Expenditures write-down (3) 2002 
$ $ $ $ 
Alaska, USA 

Donlin Creek By PUT. 14,107 - 17,384 
Shotgun 4,271 on (48) (2) 4,260 
Rock Creek 9/370 393 (626) (1)(2) 3,142 
Caribou 735 - (735) (3) - 
North Donlin 84 - - 84 
Nome Gold 46 9 - 55 

Yukon, Canada 
Harlan 689 - - 689 
Klondike 92 - - 92 
McQuesten 810 2. - 902 
Sprogge TESS - . 795 
German Creek 178 - (178) (3) - 
14,352 14,638 (1,587) 27,403 


a) Donlin Creek, Alaska 


On July 14, 2001, the Company signed an agreement 
with Placer Dome U.S. Inc. (Placer Dome) to acquire a 
70% interest in the Donlin Creek gold deposit located 


in Southwest Alaska. 


i) Under the terms of the agreement, the Company 
could earn a 70% interest in the project by 
expending at least US$10 million over a 10-year 
period from the date of the agreement. On 
November 13, 2002, the Company completed the 
required expenditures and earned a 70% interest 
in the Donlin Creek gold deposit, and a joint venture 
between the Company and Placer Dome was 
effectively established as of that date. The project 
is subject to underlying surface and sub-surface 
leases. Under the sub-surface lease, the lessor, the 
Calista Corporation, has a net smelter royalty of 


1.5%, increasing to 4.5% after the earlier of pay- 
back or five years of production, subject to certain 
annual advance minimum royalties. Calista 
Corporation also has a one-time right to elect, 
within 90 days of delivery of a bankable feasibili- 
ty study, to acquire a 5% to 15% participating 
interest in the project by reimbursing its elected 
share of capitalized costs spent on the project to 
that date by the Company and Placer Dome. 


ii) On February 10, 2003, Placer Dome elected to 
exercise an option to earn an additional 40% inter- 
est from the Company, for a total of 70%, in the 
Donlin Creek project by spending three times the 
Company’s expenditures to November 13, 2002 
toward project development (a total of US$31.9 mil- 
lion), completing a project feasibility study, and 
making a positive decision to construct a mine at 
Donlin Creek to produce not less than 600,000 
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6. Mineral properties and related deferred costs (cont.) 


ounces of gold per year, all before November 14, 2007. 


Under this option, Placer Dome will not earn any 
incremental interest in the project, above the 30% 
level, until, and unless, all of the above conditions 
are met before November 14, 2007. The Company is 
not required to contribute any additional funding 
until Placer Dome completes the US$31.9 million 
expenditure, and at the Company’s election, Placer 
Dome is required to assist the Company with financ- 
ing for the Company’s share of construction costs. 


b) Rock Creek, Alaska 


As part of its acquisition of Alaska Gold Company 
(Alaska Gold), the Company acquired a 100% interest 
in patented mineral claims surrounding the city of 
Nome, Alaska. By agreement dated July 13, 1999 and 
superseded by agreement dated March 13, 2002, the 
Company increased its land position by entering into 
a five-year option with Golden Glacier Inc. to acquire 
its sublease with the Bering Straits 
Corporation. The agreement calls for annual property 
payments ranging from US$0.02 million to US$0.03 
million and annual work commitments ranging from 
US$0.05 million to US$0.15 million. This land package 
contains two known areas of interest - Rock Creek and 
part of the Nome Gold Project. 


Native 


The Company entered into an agreement dated June 1, 
2002 with TNR whereby TNR could earn a 49.9% inter- 
est in the Rock Creek project by paying US$0.05 mil- 
lion to the Company, issuing 500,000 shares to the 
Company, of which 500,000 (pre-consolidated 4:1) 
were issued, and expending US$0.95 million by May 
31, 2003, US$3 million by May 31, 2004 and US$6 mil- 
lion by May 31, 2005. On April 23, 2003, TNR elected 
to terminate its right to earn an interest in the Rock 
Creek project and the project is being advanced on a 
100% basis by the Company. 


c) Nome Gold, Alaska 


The Company owns a large area of the coastal plain 
adjacent to the city of Nome that is underlain by 


unconsolidated sand and gravel deposits containing 
alluvial gold. 


d) Shotgun, Alaska 


In 1998, the Company acquired a 49% interest in the 
Shotgun group of claims and Sleitat group of claims 
located in Southwest Alaska at a cost of US$0.9 mil- 
lion. On July 2, 1998, the Company entered into a let- 
ter of agreement for a joint venture for the exploration 
and development of the Shotgun group of claims with 
Teck-Cominco Limited (Teck-Cominco), owner of a 
51% interest in the claims. On June 21, 2001, the 
Company acquired a 100% interest in the Shotgun 
group of claims from Teck-Cominco. Teck-Cominco 
retains a 5% net proceeds interest in the Shotgun 
group of claims and received a 50% interest in the 
nearby Sleitat tin deposit subject to a 5% net proceeds 
interest to the Company. 


Effective May 1, 2002, the Company entered into a 
restated development and option agreement with TNR 
where TNR could earn up to a 50% interest in the 
Shotgun group of claims by spending US$3 million on 
exploration and development by May 31, 2006. TNR 
must complete exploration expenditures of US$0.25 
million by May 31, 2003, US$0.75 million by May 31, 
2004, US$1 million by May 31, 2005, and US$1 million 
by May 31, 2006 and issue 250,000 TNR shares to the 
Company each year of the option. TNR can earn an 
additional 20% by expending an additional US$6 mil- 
lion by May 31, 2009; upon completion of TNR’s sec- 
ond option the Company has a one-time back-in option 
to regain a 50% interest by agreeing to expend the next 
US$8 million on project development within two years. 
If the Company elects not to exercise its one-time back- 
in option, TNR will issue an additional $1 million of 
shares to the Company to earn the additional 20%. 


On April 23, 2003, the option agreement was amended 
to provide that TNR must complete exploration expen- 
ditures of US$100,000 by May 31, 2003 and US$900,000 
by May 31, 2004. In addition, the obligations of TNR to 
issue common shares were amended to provide that 
TNR will issue $125,000 of TNR common shares on or 
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before May 1, 2003, $250,000 of TNR common shares on 
or before May 1, 2004 and $500,000 of TNR common 
shares on or before each of May 31, 2005 and May 31, 
2006 with the total number of TNR shares not to exceed 
1,000,000. TNR has agreed to engage the Company as 
consultant to manage the exploration, development 
and related work on the Shotgun property on behalf of 
TNR during the first option period. 


e) Galore Creek, British Columbia 


On July 31, 2003, SpectrumGold entered into an 
option agreement with QIT-Fer et Titane Inc. (a sub- 
sidiary of Rio Tinto plc), and Hudson Bay Mining and 
Smelting Co., Ltd (a subsidiary of Anglo American 
plc) to acquire all the shares of Stikine Copper Limited 
which owns the Galore Creek gold-silver-copper 
deposit located in Northwestern British Columbia. 
Under the option, SpectrumGold can acquire a 100% 
interest in Stikine for a purchase price of US$20.3 mil- 
lion. SpectrumGold may exercise the option at any 
time over an eight-year period. In order to keep the 
option in good standing, SpectrumGold has agreed to 
expend up to US$0.2 million on remediation work on 
the property prior to October 26, 2004 and to make 
annual payments. The initial payment was US$50,000 
and subsequent payments are scheduled on or before 
October 26 of each year as follows: 2004 - US$0.1 mil- 
lion; 2005 - US$0.15 million; 2006 - US$7.5 million; 
2007 to 2011 - US$2.5 million per year. If 
SpectrumGold has not exercised the option or termi- 
nated the agreement prior to October 26, 2006, 
SpectrumGold will be required to complete a 
pre-feasibility study prior to October 26, 2007. 


On September 8, 2003, SpectrumGold entered into an 
agreement in principle with Eagle Plains Resources 
Ltd. (Eagle Plains) to acquire up to an 80% interest in 
the Copper Canyon gold-silver-copper property 
adjoining the Galore Creek project. SpectrumGold 
has an option to acquire a 60% interest in the project 
by completing $3 million in exploration expenditures 
by no later than the tenth anniversary of the final 
earn-in agreement with minimum annual expendi- 
tures of $300,000 per year. In addition, SpectrumGold 
must issue 400,000 shares of SpectrumGold over the 


first three years following execution of the formal 
earn-in agreement, of which 100,000 shares will be 
issuable upon such execution and 100,000 shares on 
each of the next three anniversary dates thereafter. 
SpectrumGold may earn an additional 20% interest in 
the project for a total of 80% by paying Eagle Plains $1 
million and completing a feasibility study on the proj- 
ect by no later than the eighth anniversary of the final 
earn-in agreement. SpectrumGold, until it has com- 
pleted its earn in, will be responsible for 100% of the 
payments to the underlying property owner. Under 
the underlying agreement the property owner is sell- 
ing his interest for total payments of $250,000 and 
cumulative exploration expenditures of $500,000 to be 
made by May 30, 2008, subject only to retaining a 2% 
net smelter royalty after these payments are 
made. Once commerical production commences 
SpectrumGold has a right to purchase 50% of the net 
smelter royalty for $1 million and an additional 25% 
of the net smelter royalty for a further $1 million. 


Subsequent to November 30, 2003, a formal earn-in 
agreement has been signed and 100,000 shares of 
SpectrumGold were issued. 


f) Brewery Creek, British Columbia 


SpectrumGold acquired an option from Viceroy 
Resource Corporation, now Quest, to acquire certain 
mining claims and leases around the Brewery Creek 
mine by expending $750,000 on exploration on the 
properties by June 30, 2006. The Company also has the 
right to purchase certain mining assets and infrastruc- 
ture at the Brewery Creek mine, any time after 
December 31, 2004 and before July 1, 2008, for $1.6 mil- 
lion, less the attributed value of any mining assets sold 
prior to the exercise. 


g) Yukon properties 


McQuesten, Yukon 


The Company acquired an option in the McQuesten 
property as outlined in an option agreement with 
Eagle Plains and Miner River Resources Ltd. This 
agreement allowed the Company to earn a 70% interest 
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6. Mineral properties and related deferred costs (cont.) 


in the property by expending $0.88 million on the 
property, making all annual property payments to 
the underlying property owner and by completing a 
10,000 foot drilling program by October 1, 2003. A 
2% net smelter royalty has been granted on future 
production from the property. The Company com- 
pleted its obligations under the option agreement 
and earned a 70% interest in the project from Eagle 
Plains. A formal joint venture between the parties 
was entered into on December 1, 2003. The joint 
venture must make minimum annual royalty pay- 
ments in the amount of $0.02 million commencing 
in 2003. 


Sprogge, Yukon 


The Company has assumed Quest's interest in an 
option/joint venture agreement with Battle 
Mountain Canada Ltd. This agreement provides the 
Company with a 60% interest in the property. Under 
the terms of the agreement, the Company has been 
designated as the operator with respect to explo- 
ration programs for the property. The Company’s 
interest in the property increases as it funds the 
ongoing exploration and development expenditures. 
At November 30, 2003, the Company’s interest in the 
property was approximately 77%. 


7. Loan payable 


A loan with a principal amount of $200,000 (2002 - 
$200,000) is payable to the Province of New Brunswick and 
bears interest at a rate of 10.7% per annum. The loan was 
made to Murray Brook Resources Inc. and is guaranteed by 
the Company. The loan was repayable in 1993; however, no 


8. Provision for reclamation costs 


Current 
Galore Creek 
Murray Brook 
Nome Gold 


Long Term 
Murray Brook 
Nome Gold 


a) Galore Creek 


Under the Galore Creek option agreement, 
SpectrumGold is required to spent up to $260,000 (US 
$200,000) in reclamation and remediation work on the 
property in order to keep the option in good standing. 


payments have been made on this loan. As at November 
30, 2003, the Company has accrued $468,000 (2002 - 
$400,000) of interest payable in respect of this loan which is 
included in accounts payable and accrued liabilities. 


in thousands of Canadian dollars 


2003 2002 
$ $ 


260 - 
80 - 
796 - 
1,136 - 
- ae 

536 1,443 
536 1,496 


SpectrumGold anticipates that this work will be carried 
out before October 26, 2004. 


b) Murray Brook 


As at November 30, 2003, the Company had reclamation 
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deposits with the Province of New Brunswick 
totalling $105,000 (2002 - $105,000). Management esti- 
mates that the provision of $80,000 adequately pro- 
vides for future reclamation costs of the site. 


c) Nome Gold 


A provision totalling $1.3 million has been recorded for 


in the Nome area of Alaska. The provision was origi- 
nally determined by internal cost estimates of the prior 
owners of Alaska Gold and has been confirmed by 
third parties. Management estimates that any future 
liability for reclamation that would currently be 
required has been fully provided for with this provi- 
sion. The Company anticipates that the long term por- 
tion will be incurred in two years time and that dis- 


the future reclamation of the Company’s land holdings 


9. Share capital 


counting the cash flows will have no material affect. 


Authorized 

100,000,000 common shares, no par value in thousands of Canadian dollars 

10,000,000 preferred shares issuable in one or more series 

; Number of Ascribed 

Issuance of common shares Shares a 
Balance at November 30, 2000 23,336,762 69,100 
Issued in 2001 

For cash pursuant to private placements ((a) below) 3,385,500 3,201 

For cash pursuant to option agreements ((d) below) 601,200 462 

For conversion of debenture ((b) below) 2,468,220 1,875 

In settlement of commitments 175,000 26 
Common stock pledged as loan security - (270) 
Balance at November 30, 2001 29,966,682 74,394 
Issued in 2002 

For cash pursuant to private placements ((a) below) 8,253,040 Sil al 

For cash and to finance the conversion of convertible royalty ((b) below) 319,543 TAZ 

For cash pursuant to option agreements ((d) below) 2,220,300 F955 

For cash pursuant to warrant agreements ((c) below) 1,695,250 2,036 

In settlement of commitments 40,000 6 
Release of common stock pledged as loan security 2 270 
Balance at November 30, 2002 42,494,815 111,404 
Issued in 2003 

For cash pursuant to private placements ((a) below) 7,000,000 33,088 

For cash pursuant to option agreements ((d) below) 1,137,000 2,205 

For cash pursuant to warrant agreements ((c) below) 2,394,999 10,778 
Balance at November 30, 2003 53,026,814 157,475 


rr en cS ES tS ES SERS 2 
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Notes to Consolidated Statements 
For the years ended November 30, 2003, 2002 and 2001 


9. Share capital (cont.) 


a) Private placements 


i) On October 1, 2003, the Company issued by 
way of private placements 7,000,000 units at $5.00 
per unit for net proceeds of $33,088,000; each unit 
was comprised of one common share and one- 
half of a common share purchase warrant. Each 
whole warrant entitles the holder to acquire one 
common share of the Company at a price of $7.00 
on or before October 1, 2008. 


ii) On April 18, 2002, the Company issued 
5,295,000 units at $3.50 per unit for net proceeds 
of $17,421,000; each unit was comprised of one 
common share and one-half share purchase 
warrant. One full share purchase warrant enti- 
tled the holder to acquire one common share of 
the Company at a price of $4.50 on or before 
October 19, 2003. 


iii) On September 19, 2002, the Company issued 
2,958,040 units at $5.10 per unit for net proceeds 
of $14,130,000; each unit was comprised of one 
common share and one-half share purchase 
warrant. One full share purchase warrant enti- 
tled the holder to acquire one common share of 
the Company at a price of $6.50 on or before 
March 20, 2004. In addition, 147,902 warrants 
were issued to the agents as part of this private 
placement. 


iv) On August 27, 2001, the Company issued 
2,355,500 units at $0.80 per unit for net proceeds 
of $1,875,000; each unit was comprised of one 
common share and one-half share purchase 
warrant. One full share purchase warrant enti- 
tled the holder to acquire one common share of 
the Company at a price of $1.00 on or before 
August 27, 2002. 


v) On September 18, 2001, the Company issued 
730,000 units at $1.20 per unit for proceeds of 
$876,000; each unit was comprised of one com- 
mon share and one-half share purchase warrant. 
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One full share purchase warrant entitled the 
holder to acquire one common share of the 
Company at a price of $1.50 on or before 
September 18, 2002. 


vi) On September 18, 2001, the Company issued 
300,000 units at $1.50 per unit for net proceeds of 
$450,000; each unit was comprised of one com- 
mon share and one-half share purchase warrant. 
One full share purchase warrant entitled the 
holder to acquire one common share of the 
Company at a price of $2.00 on or before 
September 18, 2003. 


b) Convertible debt instruments 


On September 18, 2001 the holder of the convertible 
debenture exercised its option to convert the con- 
vertible debenture plus accrued interest totalling 
$2,319,000. Accordingly, the Company issued 
2,468,220 common shares in settlement of the debt. 


As part of the March 26, 1999 purchase agreement to 
acquire Alaska Gold Company from Mueller 
Industries Inc. (Mueller), the Company granted a 
10% net proceeds royalty on all placer gold produc- 
tion to a maximum of US$1 million. Mueller had the 
right to convert the total unpaid balance of the net 
proceeds royalty to free trading common shares at 
any time based upon the ten day average trading 
price immediately preceding the date that notice is 
given. On February 18, 2002, the Company entered 
into an agreement with Mueller to settle the convert- 
ible royalty payable for US$750,000 financed by a pri- 
vate placement of 319,543 common shares of the 
Company in May 2002. 


c) Share purchase warrants 


A summary of the Company’s share purchase 
warrants at November 30, 2003, 2002 and 2001, and 
the changes for the years then ended, is presented on 
the following page. 


ANNUAL REPORT 2003 


2003 2002 2001 
Weighted Weighted Weighted 
Number of average Number of average Number of average 
warrants _ exercise price warrants _exercise price warrants _ excercise price 
§ $ $ 
Balance outstanding - 
Beginning of year 4,271,922 B23 1,692,750 1.20 629,028 0.90 
Granted 3,500,000 7.00 4,274,422 528 1,692,750 1.20 
Exercised (2,394,999) 4.50 (1,695,250) 1.20 - - 
Cancelled/expired (250,001) 4.50 - - (629,028) 0.90 
Balance outstanding - i 
End of year 5,126,922 6.82 4,271,922 5.23 1,692,750 1.20 
Share purchase warrants outstanding at November 30, 2003: 
Weighted 
Weighted average 
Warrants average remaining 
outstanding exercise price contractual 
& exercisable $ life (years) 
Range of prices 
$5.51 to $6.50 1,626,922 5.56 0.33 
$6.51 to $7.00 3,500,000 7.00 4.83 


5,126,922 


d) Stock options 


The Company has a stock option plan providing for the 
issuance of up to 6,500,000 options, whereby the 
Company may grant options to its directors, officers, 
employees and service providers. The exercise price of 
each option cannot be lower than the market price of 
the shares at the date of grant of the option. The num- 
ber of shares optioned to any single optionee may not 
exceed 5% of the issued and outstanding shares at the 
date of grant. The options are exercisable and vest 
immediately for a 10-year period from the date of grant. 


For the year ended November 30, 2003 the Company 
has recognized a stock-based compensation charge of 
$23,000 for options granted to non-employees. Had the 
Company determined compensation costs for this plan 
based on the fair value at the grant dates for those 
share options consistent with the fair value method of 
accounting for stock-based compensation, the 
Company’s net loss of $6,953,000 and loss per share of 
$0.14 would have been increased to the pro forma net 
loss of $10,658,000 and loss per share of $0.22. 
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Notes to Consolidated Statements 
For the years ended November 30, 2003, 2002 and 2001 


9. Share capital (cont.) 


The fair value of options included in the pro forma 
amounts and those that have been recognized in the 
consolidated statements of operations and deficit, 
have been estimated using an option pricing model. 
Assumptions used in the pricing model are risk-free 
interest rates ranging from 3.62% to 4.20%, expected 


the input of highly subjective assumptions including 
the expected price volatility. Changes in the subjective 
input assumptions can materially affect the fair value 
estimate, and therefore, the existing models do not 
necessarily provide a reliable measure of the fair value 
of the Company’s stock options. 


life of 5 years, expected volatility of 75% and no 
expected dividends. Option pricing models require 


A summary of the Company’s stock option plan at November 30, 2003, 2002 and 2001, and changes during the years 


ended on those dates, is as follows: 


2003 2002 
Weighted Weighted Weighted 
average average average 
Numbers __ exercise price Numbers __ exercise price Numbers _ excercise price 
$ $ $ 
Balance outstanding - 
Beginning of year 3,300,000 2.16 3,762,800 0.80 3,035,500 0.84 
Granted 1,655,000 3108 1,870,000 S537) 1,460,000 0.74 
Exercised (1,137,000) 1.94 (2,220,300) 0.88 (601,200) 0.77 
Cancelled/expired (75,000) 4.35 (112,500) 1.64 (131,500) 0.84 
Balance outstanding - 
End of year 3,743,000 279 3,300,000 2.16 3,762,800 0.80 


The following table summarizes information about the stock options outstanding and exercisable at November 30, 2003: 


Weighted 

Weighted average 

Number average remaining 

outstanding exercise price contractual 

Range of prices & exercisable $ life (years) 
$0.35 to $0.99 575,000 0.07 hide 
$1.00 to $1.99 733,000 127 5.96 
$3.00 to $3.99 1,685,000 3.45 9.30 
$4.00 to $4.99 750,000 4.39 8.59 
3,743,000 pays) 8.18 
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10. Loss per share 


Basic loss per share is calculated on loss available to Dilute loss per share is calculated using the treasury 
common shareholders using the weighted average num- stock method. 
ber of common shares outstanding during the period. 


2003 2002 2001 
$ $ $ 


Basic 
Loss available to common shareholders (6,953,000) (3,457,000) (494,000) 
Weighted average number of shares 48,683,103 35,929,200 24,790,510 
Basic loss per share (0.14) (0.10) (0.02) 


For the years ended November 30, 2003, 2002 and 2001, the exercise of options, warrants and dilutive convertible 
diluted loss per share is the same as basic loss per share as securities would be anti-dilutive. 


11. Commitments and contingencies 


a) Lease commitments 


The Company is party to certain operating leases. future minimum lease payments as at November 30, 
These operating leases include the Company’s leased 2003 are approximately as follows: 
head office location and certain office equipment. The 


in thousands of Canadian dollars 


ue cs 
$ 


2004 106 
2005 105 
2006 109 
2007 105 
2008 59 
Thereafter F 
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Notes to Consolidated Statements 
For the years ended November 30, 2003, 2002 and 2001 


11. Commitments and contingencies (cont.) 


b) Legal actions 


i) During 1992, the Limited Partners of the 
Murray Brook Processing Limited Partnership 
commenced a legal action against the Company 
and Murray Brook Resources Inc. seeking 
$882,000 plus interest and general damages. The 
Company filed a counterclaim for damages. The 
trial was concluded in April 2003 and the parties 
are awaiting the decision of the judge. The 
Company is of the opinion that this claim is with- 
out merit. The outcome of this claim is not deter- 
minable at this time and no provision has been 
recorded in the accounts of the Company. 


ii) The Company’s subsidiary Alaska Gold has 
been named in an action, initiated by K&K 
Recycling (K&k), relating to an alleged wrongful 
assignment of a contract to purchase and move a 
dredge, which was owned by Alaska Gold. K&K 
was awarded approximately US$68,000 for dam- 
ages against Alaska Gold, and approximately 
US$117,000 against a co-defendant for which 


12. Related party transactions 


a) Amounts receivable from related party and officer loan 
receivable 


A loan receivable of $279,000 (US$182,000) was grant- 
ed to a director and officer in 1999. The loan is unse- 
cured, non-interest bearing and forgivable at a rate of 
$13,000 (US$8,000) per year. Since the loan is forgiv- 
able, in 1999 the Company set up a deferred compen- 
sation provision for the same amount as the loan. 
Annual forgiveness is charged against this compensa- 
tion accrual. 


On May 29, 2002, the Company settled a share loan 
comprised of 125,000 shares of the Company from a 
director and officer through an agreement to pay 
$550,000. At November 30, 2002, a loan of $117,000 
was outstanding from a director and officer. During 
the year the balance was settled. 


Alaska Gold may be liable. Alaska Gold appealed 
against this initial judgement to the Alaska 
Supreme Court and, posted a bond of US$105,000 
with the Alaska courts in connection with this 
appeal and during the year the Company 
expensed the amount of the bond. Subsequent to 
November 30, 2003, the courts awarded 
US$104,000 to K&K and, on payment, agreed to 
release the bond. The court also remanded for 
further litigation regarding the right to possess 
certain equipment and for asserted loss of profits 
and the co-defendant has cross-claimed against 
AGC, each of these claims being for as yet undis- 
closed amounts. Trial for the remaining issues is 
scheduled for January 2005. 


c) Royalty agreements 


The Company has royalties agreements on certain 
mineral properties entitling the vendors of the prop- 
erty to net smelter return royalties or net profits roy- 
alties, ranging from 3% to 7%, commencing if the 
properties enter commercial production. 


b) Other amounts receivable from directors 


On May 29, 2002, the Company settled loans receiv- 
able from two directors totalling $270,000. The loans 
were settled through an agreement to offset the bal- 
ance of the loans receivable with amounts due to these 
directors under severance agreements related to their 
past employment with the Company. 


c) Loan to Etruscan 


On May 29, 2002, the Company settled amounts due 
from Etruscan, a company related by virtue of com- 
mon directors. The amount due from Etruscan of 
$200,000 was settled through the offset of $100,000 due 
to Etruscan by the Company and the assignment of 
25,000 shares of the Company, with a deemed value of 
$4.00 per share, held by Etruscan to a director of the 
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Company to settle a share loan. 
d) Amounts paid to director and officer 


SpectrumGold has engaged an environmental assess- 
ment company where a director of the Company 


is a principal. During the year SpectrumGold has 
incurred $15,000 of costs from this company. 


During the year ended November 30, 2003, $263,000 
(2002:$220,000) was paid to a law firm where a part- 
ner of the firm is an officer of the Company. 


13. Income taxes 


During the year ended November 30, 2003, the Company 
had a loss of $6,953,000 (2002 - loss of $3,457,000; 2001 - loss 
of $494,000). 


The losses are in the following countries and expire as follows: 


The Company has non-capital loss carry-forwards of 
approximately C$19,377,000 and US$56,558,000 that may 
be available for tax purposes. 


in thousands of dollars in thousands of dollars 

Canada United States 

$ US$ 

2004 156 3,804 
2005 236 1,596 
2006 2,225 1,685 
2007 11,184 1,483 
2008 854 ioe2 
2009 3,207 7,283 
2010 Wold 7,398 
Thereafter - SL 777. 
ID BV 56,558 


Future utilization of these United States loss carryforwards 
is subject to certain limitations under provisions of the 
Internal Revenue Code including limitations subject to 
Section 382, which relates to a 50 percent change in control 
over a three-year period, and are further dependent upon 
the Company attaining profitable operations. An owner- 
ship change occured on April 27, 1999 regarding the losses 
incurred by Alaska Gold Company. Therefore, approxi- 
matey US$44,000,000 of the losses above are subject to lim- 
itation under Section 382. Accordingly, the Company’s 
ability to utilize these losses may be limited to approxi- 
mately US$260,000 per year. Furthermore, the Company 


potentially incurred an ownership change under Section 
382 at sometime after April 1999. If so, a significant portion 
of the US$56,558,000 above will be subject to a similar 
annual limitation previously discussed. 


Due to the net operating limitations and the uncertaintity 
of future taxable income, all United States deferred tax 
assets have been fully valued against. For the year ended 
November 30, 2003, no provision for United States income 
taxes has been reflected on the statement of operations due 
to the full valuation allowance. 
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For the years ended November 30, 2003, 2002 and 2001 


13. Income taxes (cont.) 


In addition, the Company has incurred resource expendi- 
tures of approximately $24,812,000 (2002 - $34,423,000; 
2001 - $17,900,000) which may be carried forward indefi- 
nitely and used to reduce taxable income in future years. 


The Company has available temporary differences for tax 
purposes. The net amount that would give rise to a future 
income tax asset has not been recognized as realization is 
not considered more likely than not. 


14. Segmented information 


The Company’s operating segments include the exploita- 
tion of the Company’s land and gravel resources and the 
exploration and development of mineral resource proper- 


Land and 


ties. Segmented information for these operating segments 
is set out below. 


in thousands of Canadian dollars 


Land and 
gravel 
properties | operations 


gravel Mineral 


$ 


Land and 
Mineral gravel 
properties | operations Other Total 
$ $ $ 

Revenue - 
Expenses 1,706 
Segment (loss) 
earnings (1,706) 
Unallocated 
expenses (6,506) 
Unallocated other 
income 


Loss for the year 


Segment assets 38,079 


Unallocated assets 61,879 


29,095 


23,628 


Total assets 99,958 


Capital expenditures 


131 - 10,097 14,638 6 14,678 


52,723 


on 
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The Company’s geographic segments are as follows: 


in thousands of Canadian dollars 


2003 


Land, gravel, 


equipment 
and 
mineral 


Revenue properties 


United States 
Canada - 


2002 2001 

Land, gravel, Land, gravel, 
equipment equipment 
and and 
mineral mineral 
Revenue properties Revenue properties 
$ $ $ $ 
1,633 26,786 2,800 13,211 
491 2,506 - 2,576 

| 
16,287 


15. Supplemental non-cash financing and investing activities 


Receipt of shares of TNR as part of the option 
on the Rock Creek and Shotgun mineral properties 


_ Disposal of mineral property for shares 


Issuance of capital stock on partial settlement 


of convertible debenture 


in thousands of Canadian dollars 
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Notes to Consolidated Statements 
For the years ended November 30, 2003, 2002 and 2001 


16. Significant differences from United States accounting principles 


Canadian generally accepted accounting principles measurement differences on the Company’s consolidated 
(Canadian GAAP) vary in certain significant respects from financial statements is quantified below and described in 
the principles and practices generally accepted in the the accompanying notes. 


United States (U.S. GAAP). The effect of the principal 


in thousands of Canadian dollars 


Year ended November 30, 


Loss for the year reported under Canadian GAAP 
Add (deduct) 


(6,953) (3,457) (494) 


Exploration costs (a) (8,927) (13,051) (2,724) 
Gains on shares issued by subsidiary (d) (117) - = 
Accretion on convertible debenture and royalty (b) - 62 22D 


Gain on settlement of convertible royalty 
Canadian GAAP (b) aS (105) 


Loss for the year under U.S. GAAP 
before extraordinary items (15,997) 
Gain on settlement of convertible royalty -U.S. GAAP (b) = 


Loss for the year after extraordinary items 
but before comprehensive income adjustment (15,997) 
215 


(16,339) 
97 


(2,996) 
(9) 


Unrealized gain (loss) on available for sale securities (c) 


Comprehensive (loss) income under U.S. GAAP (16,242) 


Net loss per common share - 
U.S. GAAP before and after extraordinary items 
Basic and diluted (0.33) (0.45) 


Accumulated other comprehensive income 


Opening balance 125 28 
Unrealized gain (loss) on available for sale securities (c) BAUS) 97 
Closing balance 340 125 28 


NOVAGOLD RESOURCES INC. ANNUAL REPORT 2003 


52 


in thousands of Canadian dollars 
Year ended November 30, 


Shareholders’ equity reported under Canadian GAAP 84,062 44,921 11,300 
Cumulative adjustments to shareholders’equity Add (deduct) 

Exploration costs (a) (36,330) (27,403) (14,352) 
Convertible debenture and royalty (b) - - (169) 
Unrealized gain on available for sale securities (c) 340 125 28 
Shareholders’ equity (deficiency) under U.S. GAAP 48,072 17,643 (3,193) 
Total assets reported under Canadian GAAP 99,958 SP 2) 17,960 
Add (deduct) 

Exploration costs (a) (36,330) (27,403) (14,352) 
Unrealized gain on available for sale securities (c) 340 125 28 
Total assets under U.S. GAAP 63,968 25,445 3,636 
Total liabilities reported under Canadian GAAP 15,896 7,802 6,660 
Add (deduct) 

Convertible debentures (b) - - 169 
Total liabilities under U.S. GAAP 15,896 7,802 6,829 
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Notes to Consolidated Statements 
For the years ended November 30, 2003, 2002 and 2001 


16. Significant differences from United States accounting principles (cont.) 


in thousands of Canadian dollars 
Year ended November 30, 


2003 2002 2001 
$ $ $ 
Cash flows from operating activities under Canadian GAAP (5,002) (1,437) 905 
Exploration costs (a) (8,927) (13,964) (3,404) 
Gains on shares issued by subsidiary (d) (117) - - 
Cash flows from operating activities under U.S. GAAP (14,046) (15,401) (2,499) 
Cash flows from investing activities under Canadian GAAP (825) (14,193) (3,417) 
Exploration costs (a) 8,927 13,964 3,404 
Gains on shares issued by subsidiary (d) 117 - - 
Cash flows from investing activities under U.S. GAAP 8,219 (229) (13) 


a) Exploration costs 


Resource property acquisition costs and related explo- 
ration expenditures are accounted for in accordance 
with Canadian GAAP. For U.S. GAAP purposes, the 
Company expenses, as incurred, the acquisition and 
exploration costs relating to unproven mineral prop- 
erties. When proven and probable reserves are deter- 
mined for a property and a feasibility study prepared, 
then subsequent exploration and development costs 
of the property would be capitalized. The capitalized 
costs of such properties would then be measured 
periodically for recoverability of carrying values 
under Statement of Financial Accounting Standards 
(SFAS) No. 144. 


b) Convertible debenture and royalty 


Canadian GAAP requires that a portion of the con- 
vertible debenture and royalty be classified as equity. 
The difference between the carrying amount of the 
debenture and royalty and their face value is accreted 
over the life of the debt and charged to earnings (loss) 
for the year. U.S. GAAP would classify the royalty and 
debenture as a liability at their face value. 


A portion of the convertible royalty was settled dur- 
ing 2002, resulting in a gain of $105,000 under 
Canadian GAAP. Under U.S. GAAP, the gain on set- 
tlement would have been $212,000 and would be clas- 
sified as an extraordinary item. 


c) Available for sale securities 


Under U.S. GAAP, securities that are available for 
sale are recorded at fair value and unrealized gains 
or losses are part of comprehensive income. Under 
Canadian GAAP, there is no adjustment made for 
unrealized gains. 


d) Gains on shares issued by subsidiary 


Under U.S. GAAP, changes in the parent company’s 
proportionate share of subsidiary equity resulting 
from the additional equity raised by a subsidiary in 
the development stage are accounted for as an 
equity transaction on consolidation. Under Canadian 
GAAP, these gains have been credited against the 
mineral property. 
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e) Comprehensive income 


In addition to net income, comprehensive income 
includes all changes in equity during a period such as 
the cumulative unrecognized changes in fair value of 
securities that are available for sale. 


f) Stock compensation 


As described in note 9(d) to the consolidated financial 
statements, the Company has granted stock options to 
directors and employees. For U.S. GAAP purposes, 
SFAS No. 123, ‘Accounting for Stock-Based 
Compensation’ (SFAS 123), requires that an enterprise 
recognize or, at its option, disclose the pro forma 
impact of the fair value of stock options and other 
forms of stock-based compensation in the determina- 
tion of income. The Company has elected under SFAS 
123 to continue to measure compensation cost by the 
intrinsic value method set out in APB Opinion No. 25 
(APB 25). As options are granted at exercise prices 
based on the market value of the Company’s shares at 
the date of grant, no adjustment for compensation 


expense is required. Under SFAS 123, where a compa- 
ny chooses to continue to apply APB 25 in its basic 
financial statements, supplemental pro forma infor- 
mation as if the fair value method was applied must 
be disclosed. This pro forma information is set out 
below. The pro forma stock compensation expense has 
been determined by reference to a Black-Scholes 
option-pricing model that takes into account the stock 
price as of the grant date, the exercise price, the 
expected life of the option, the estimated volatility of 
the underlying stock, expected dividends and the risk 
free interest rate over the term of the option. 
Compensation expense is amortized over the vesting 
period of the options. 


The calculations applied have assumed that the 
weighted average expected life of the options is five 
years, no dividends will be paid, expected volatility is 
75% for the years ended November 30, 2003, 2002 and 
2001, and risk free interest rates range from 3.62% to 
4.20% for 2003, 4.06% to 5.00% for 2002 and 4.52% to 
5.35% for 2001. 


Pro forma information with respect to the impact of the fair value of stock options at the date of grant on reported 


income for the years presented is as follows: 


in thousands of Canadian dollars 
Year ended November 30, 


2002 
$ 


2001 
$ 


Loss for the period in accordance with U.S. GAAP (15,997) (16,339) (2,996) 
Compensatory fair value of options granted (3,705) (2,706) (1,155) 
Pro forma loss in accordance with U.S. GAAP (19,702) (19,045) (4,151) 


Pro forma loss per share in accordance with U.S. GAAP 
Basic and diluted 
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Notes to Consolidated Statements 
For the years ended November 30, 2003, 2002 and 2001 


16. Significant differences from United States accounting principles (cont.) 


g) New accounting standards in the financial statements for all forms of employee 


The FASB has issued Interpretation No. 46 (revised 
December 2003), "Consolidation of Variable Interest 
Entities” - an Interpretation of ARB No. 51 (FIN 46). 
The primary purpose of FIN 46 is to provide guidance 
on the identification of, and financial reporting for, 
entities over which control is achieved through means 
other than voting rights. Such entities are known as 
Variable Interest Entities. FIN 46 is effective for the 
Company’s 2004 year-end. A similar guideline has 
been introduced in Canada, Accounting Guideline 15 
"Consolidation of Variable Interest Entities". This 
guideline applies to annual and interim periods begin- 
ning on or after November 1, 2004. The Company is 
continuing to evaluate the potential impact of FIN 46 
and Accounting Guideline 15. 


The CICA has released amendments to Section 3870, 
"Stock-based Compensation and Other Stock-based 
Payments", which require an expense to be recognized 


stock-based compensation, including stock options, 
effective for periods beginning on or after January 1, 
2004, for public companies. The Company will be 
required to adopt the standard on December 1, 2004. 


In July 2003, the CICA released Section 1100 
"Generally Accepted Accounting Principles". This 
new Section establishes standards for financial report- 
ing in accordance with generally accepted accounting 
principles. It describes what constitutes Canadian 
GAAP and its sources, replacing "Financial Statement 
Concepts" paragraphs 1000.59-61. Also in July 2003, 
the CICA released Section 1400, "General Standards of 
Financial Statement Presentation". This Section clari- 
fies what constitutes fair presentation in accordance 
with generally accepted accounting principles. Both 
these Sections are effective for fiscal years beginning 
on or after October 1, 2003 and the Company is cur- 
rently evaluating their impact. 
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